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ITEM 5. OTHER EVENTS

Highwoods Properties, Inc. (the "Company") has reaténto agreements (the "ACP Transaction Agreestientith Associated Capital
Properties, Inc. and certain affiliates ("ACP") aitber property owners pursuant to which the Comypeiti combine its property operations
with ACP and acquire a portfolio of 84 office proties encompassing 6.5 million rentable square(félee¢ ACP Properties") and
approximately 50 acres of land for developmenixmsarkets in Florida (the "ACP Transaction"). TREP Properties were 90% leased as of
June 30, 1997. The ACP Properties include 82 ofitoperties (78 of which are suburban) in Floridats major markets, Orlando, Tampa,
Jacksonville and South Florida, one 245,000-sqicaresuburban office property in Tallahassee arel ®h831-square foot office property in
Ft. Myers. The ACP Properties include seven prigeethat ACP has under contract to purchase.

Under the terms of the ACP Transaction AgreemehésCompany will acquire all of the outstandingitastock of ACP and all of the
ownership interests in the entities that own thePAZoperties for an aggregate purchase price df $i6llion, subject to certain adjustments.
The cost of the ACP Transaction is expected toisbn§the issuance of 3,036,702 Common Units @alat $32.50 per Common Unit), the
assumption of $481 million of mortgage debt ($39lliom of which is expected to be paid off by ther@pany on the date of closing), the
issuance of 90,342 shares of Common Stock (valu88250 per share), a capital expenditure resafrf@ 1 million and a cash payment of
$24 million. All Common Units and Common Stock #@®ilBsued in the transaction are subject to restnigton transfer or redemption. Lock-
up restrictions with respect to the Common Unissiézl to ACP and its affiliates will expire overhaee-year period in equal annual
installments commencing one year from the datesafance. The restrictions on the transfer of ther@on Stock to be issued to ACP and its
affiliates are to expire in 25% increments (six ti@n one year, two years and three years fromdbeaf closing). All lockup restrictions on
the transfer of such Common Units or Common Stesked to ACP and its affiliates will expire in #nent of a change of control of the
Company or a material adverse change in the fiahoondition of the Company. Such restrictions wiflo expire if James R. Heistand,
president of ACP, is not appointed or elected disector of the Company within one year from théedaf closing. Also in connection with
the ACP Transaction, the Company will issue toaieraffiliates of ACP warrants to purchase 1,470,88ares of the Common Stock at
$32.50 per share.

Under the terms of the the ACP Transaction Agred¢sehe right of the Company or ACP to terminai ACP Transaction is generally
limited to the following: (i) the failure to closn or before October 15, 1997, provided that thaiteating party has acted in good faith; (ii)
the existence of any material adverse change ibukiess or financial condition or the financiabasiness prospects of the Company since
March 31, 1997; and (iii) the existence of any miatestructural or environmental defects or titleother deficiencies existing at any or all of
the ACP Properties. In certain circumstances,gfAlCP Transaction is terminated, the terminatingypaay be required to pay a breaj-fee

of $15 million.

Upon completion of the ACP Transaction, Mr. Heistavill become a regional vice president of the Campresponsible for its Florida
operations and will become an advisory member®fQbmpany's investment committee. Mr. Heistandpeeted to join the Company's
Board of Directors and become a voting member @Gbmpany's investment committee within the neary®ir. Heistand has over 19 years
of commercial real estate experience in Florideet0 employees of ACP are expected to join th@@@my, including the two other
members of ACP's senior management team, Allere@Idzarra and Dale Johannes.

DISCLOSURE REGARDING FOWARD-LOOKING STATEMENTS

Certain matters discussed herein are forward-l@pkiatements within the meaning of Section 27Aef$ecurities Act of 1933, as amended,
and Section 21E of the Securities Act of 1934,rasraded. Those statements are identified as wodsasi"expect,” "should" and words of
similar import. Forward-looking statements are itmtly subject to risks and uncertainties, manwbith cannot be predicted with accuracy
and some of which might not even be anticipatethdlgh the Company believes that the expectatigitescted in such forward-looking
statements are based upon reasonable assumpticas,give no assurance that its expectationshwithchieved. Factors that could cause
actual results to differ materially from the Comparcurrent expectations include general econownclitions, local real estate conditions
other risks detailed in the Company's Annual ReporEorm 10-K for the year ending December 31, 1996
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ITEM 7. FINANCIAL STATEMENTS, PRO FORMA FINANCIAL|I NFORMATION AND EXHIBITS
(a) Financial Statements of Businesses Acquired
Associated Capital Properties Portfolio
Report of Independent Auditors
Combined Statements of Revenue and Certain OperatinExpenses
Notes to Combined Statements of Revenues and @&mérating Expenst
1997 Pending Acquisitions
Report of Independent Auditors
Combined Statements of Revenue and Certain OperatinExpenses
Notes to Combined Statements of Revenues and @&mérating Expenst
(b) Pro Forma Financial Information
Unaudited Pro Forma Condensed Combining Financial &tements
Pro Forma Condensed Combining Balance Sheet (uealidis of June 30, 1997
Pro Forma Condensed Statement of Operations (ued)dor the six months ended June 30, 1997
Pro Forma Condensed Statements of Operations (itedltbr the year ended December 31, 1996
Notes to Pro Forma Condensed Combining Financial Stements
(c) The following exhibits are filed as part ofghieport:

2.1 Master Agreement of Merger and Acquisition hg among Highwoods Properties, Inc., HighwoodsAgbrkimited Partnership,
Associated Capital Properties, Inc. and its shddeis dated August 27, 1997

23.1 Consent of Coopers & Lybrand LLP
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HIGHWOODS PROPERTIES, INC.
PRO FORMA CONDENSED COMBINING BALANCE SHEET (UNAUDI TED)

JUNE 30, 1997
(IN THOUSANDS)

AUGUST 1997

OFFERING
HISTORICAL (A) (B) ACP, INC. ( C) OFFERING (D)
ASSETS
Real estate assets, net..... $1,664,751 $ - $ 617,000 $ -
Cash and cash equivalents..... 18,625 57,000 (23,700 ) --
Accounts and notes receivables.... . 14,078 - - -
Accrued straight line rent receivable............ 8,682 - - -
Other assets........ccccvvevvvevvvevveeevennnnnns 31,402 - - -
$1,737,538 $57,000 $ 593,300 $ -
LIABILITIES AND STOCKHOLDERS' EQUITY
Mortgages and notes payable...................... ... $ 647,473 $ - $481,171 $(232,444)
Accounts payable, accrued expenses and other..... 28,211 - 10,500 -
Total liabilities..........ccceeveiveereennn. 675,684 - 491,671 (232,444)
Minority interest . 171,759 -- 98,693 -
Preferred stock. 125,000 -
Stockholders' equity:
Common StOCK.......ccveeeviiiieeiiiieeenien, 364 18 9 70
Additional paid in capital.................... 783,437 56,982 2,927 232,374
Distributions in excess of net earnings....... (18,706) - -
Total Stockholders' equity............cccuueennee 890,095 57,000 2,936 232,444
$1,737,538 $57,000 $ 593,300 $ -
PRO FORMA
ASSETS
Real estate assets, Net........ccoccvveevnnnnn. . $2,281,751
Cash and cash equivalents..........c............. 51,925
Accounts and notes receivables................... 14,078
Accrued straight line rent receivable............ 8,682
Other assets...........ouvvvvveveveivieevieenenns . 31,402
$2,387,838
LIABILITIES AND STOCKHOLDERS' EQUITY
Mortgages and notes payable...................... 896,200
Accounts payable, accrued expenses and other..... 38,711
Total liabilities......... 934,911
Minority interest 270,452
Preferred stock 125,000
Stockholders' equity:
Common stock........ 461
Additional paid in capital 1,075,720
Distributions in excess of net earnings....... (18,706)
Total Stockholders' equity............cccuuenne. 1,182,475
$2,387,838
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HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA CONDENSED COMBINING BALANCE SHEE T (UNAUDITED)
JUNE 30, 1997
1. BASIS OF PRESENTATION

The accompanying unaudited pro forma condensed inimgtbalance sheet is presented as if the follgwiansactions had been
consummated on June 30, 1997: (a) the completidmeoproposed purchase of the stock of and mergkrAgssociated Capital Properties,
Inc. (together with its affiliates, "ACP") and thequisition of an affiliated property portfolio (tectively, the "ACP Portfolio") (the
"Merger"), (b) the issuance of 7 million share<Caimmon Stock at an assumed price of $35 per sttewé@ffering") and (c) the completion
of the acquisition of the seven properties that A@B under contract to purchase (the "1997 Perftingisitions").

The acquisitions have been or will be accountediimg the purchase method of accounting. Accotdiragsets acquired and liabilities
assumed have been or will be recorded at theimastid fair values which may be subject to furteénement, including appraisals and other
analyses. Management does not expect that thediiloahtion of the purchase prices for the abowgiesitions will differ materially from the
preliminary allocations.

This unaudited pro forma condensed combining balaheet should be read in conjunction with thefpnma condensed combining
statement of operations of the Company for thersinths ended June 30, 1997 and for the year endeeniber 31, 1996, the consolidated
financial statements and related notes of the Compeluded in its Annual Report on Form 10-K fhetyear ended December 31, 1996, the
unaudited financial statements and related notéseo€ompany included in its Quarterly Reports omi10-Q for the quarters ended March
31, 1997 and June 30, 1997, and the financialmataiés and related notes of Associated Capital Ptiepd?ortfolio and 1997 Pending
Acquisitions included herein.

The pro forma condensed combining balance sheetasdited and not necessarily indicative of whatabtual financial position would have
been had the aforementioned transactions actuediyrced on June 30, 1997, nor does it purportpoesent the future financial position of
Company.

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA CONDENSHBALANCE SHEET

(a.) Represents the Company's historical balaneetsiontained in the Company's Quarterly Repofam 10-Q for the quarter ended June
30, 1997.

(b.) Reflects the net proceeds of the Company'sudLig©997 Offering of 1.8 million shares of CommdncXk.

(c.) Reflects the allocation of the $ 617 milliomrphase price to the fair value of the net asseisieed in the Merger. The purchase price will
consist of the issuance of 3,036,702 Common Unéhiéd at $32.50 per Common Unit), the assumptf@¥81 million of mortgage debt, t
issuance of 90,342 shares of Common Stock (valu$8250 per share), a cash payment of $24 miliiweh $11 million capital expenditure
reserve.

(d.) Reflects the issuance of 7 million shares @fn@on Stock in the Offering at an assumed offepnge of $35 per share and the use of the
net proceeds to pay off debt to be assumed in terg@f. In determining net proceeds from the Offgrimderwriting discounts and other
offering costs have been assumed to equal $12l@mil
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HIGHWOODS PROPERTIES, INC.

PRO FORMA CONDENSED COMBINING STATEMENT OF OPERATIO NS (UNAUDITED)

CENTU
AND
HISTORICAL (A) TRANSA
REVENUE:
Rental property.........  $115,478 $
Other Income............ 4,081
119,559

OPERATING EXPENSES:
Rental property......... 31,588
Depreciation and

amortization.......... 19,900
INTEREST EXPENSE:

Contractual........... 22,516

Amortization of

deferred financing
COStS....vvennnee. 1,122
23,638

General and

administrative........ 4,284
Income before minority

interest............. 40,149
Minority interest....... (6,424)

Income before

extraordinary item and

dividends on preferred

shares............... 33,725
Dividends on 8 5/8%

Series A Redeemable

Preferred Shares...... (4,102)
Net income available for

common shareholders

before extraordinary

tem...ccoeeeenn. $ 29,623 $
Net income per common
share.......ccoco..... $ 0.84
Weighted average
shares................ 35,375
PRO FORMA
REVENUE:
Rental property......... $160,242
Other Income............ 5,150
165,392
OPERATING EXPENSES:
Rental property......... 51,570
Depreciation and
amortization.......... 26,628
INTEREST EXPENSE:
Contractual........... 29,046

Amortization of
deferred financing

COStS.....uvennee. 1,122
30,168
General and
administrative........ 4,284
Income before minority
interest.............. 52,742
Minority interest....... (9,652)

Income before
extraordinary item and
dividends on preferred
shares............... 43,090

Dividends on 8 5/8%
Series A Redeemable
Preferred Shares...... (5,391)

Net income available for
common shareholders
before extraordinary
item...cccoovvennn $ 37,699

Net income per common
share........cc.co... $ 084

Weighted average
shares................ 45,037

FOR THE SIX MONTHS ENDED JUNE 30, 1997
(IN THOUSANDS, EXCEPT PER SHARE DATA)

RY CENTER
ANDERSON OTHER ACP
CTIONS (B) OFFERINGS (C) PORTFOLIO (D) ACQ
1,047 $ - $34,691

- - 998

1,047 - 35,689

317 - 16,449

715 - -

1,358 (3,711) -

1,358 (3,711) -

(1,343) 3,711 19,240

(1,343) 3,711 19,240

- (1,289) -

(1,343) $2,422 $19,240

1997
PENDING PRO FORMA
UISITIONS (E) ADJUSTMENTS

$7,305 $ 1,721(F)

71 -
7,376 1,721
3,216
- 6,013(g)
- 8,883(h)
- 8,883
4,160 (13,175)
- (3,228)(i)
4,160 (16,403)

$4,160 $ (16,403)



HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA STATEMENT OF OPERATIONS (UNAUDIT ED)
FOR THE SIX MONTHS ENDED JUNE 30, 1997
1. BASIS OF PRESENTATION

The accompanying unaudited pro forma condensed ioimgbstatement of operations is presented agifdlhlowing transactions had been
consummated on January 1, 1996: (a) the complefitire merger with Anderson Properties, Inc. ("Arsd@ Properties") and the purchas:
a portfolio of properties from affiliates of AndersProperties (the "Anderson Transaction") andotirehase of Century Center Office Park
and an affiliated property portfolio (the "Cent@gnter Transaction"), (b) the completion of theeaffg of $125,000,000 of 8 5/8% Series A
Cumulative Redeemable Preferred Shares and of 320000 of Exercisable Put Option Securities (ctiMely the "Other Offerings"), (c)
the completion of the Merger and (d) the completibthe 1997 Pending Acquisitions.

This unaudited pro forma condensed combining staémf operations should be read in conjunctiomwie pro forma condensed balance
sheet of the Company as of June 30, 1997, the dat financial statements and related noteh@f@ompany included in its Annual
Report on Form 10-K for the year ended Decembefi 826, the unaudited financial statements ande@labtes of the Company included in
its Quarterly Reports on Form 10-Q for the quareerded March 31, 1997 and June 30, 1997, andrthadial statements and related notes of
Associated Capital Properties Portfolio and 199@diey Acquisitions included herein.

The pro forma condensed combining statement ofadio@s is unaudited and is not necessarily indieadif what the Company's actual res
would have been had the aforementioned transaddictuslly occurred on January 1, 1996 nor doesrjiqrt to represent the future operating
results of the Company.

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA CONDENSEDOMBINING STATEMENT OF OPERATIONS

(a.) Represents the Company's historical statenfesgerations contained in its Quarterly Reporfonm 10-Q for the six months ended June
30, 1997.

(b.) Reflects the historical statement of operatiohCentury Center Office Park and an affiliatedtiolio ("Century Center") and Anderson
Properties for the period from January 1, 1997ubhothe respective dates of their acquisition, stdjl on a pro forma basis for interest
expense and depreciation expense.

(c.) Reflects the estimated interest expense savinghe Company's $280 million unsecured revollimg of credit (the "Revolving Loan")
and other loans repaid with the proceeds of thediferings and the dividends incurred on the é&refl Stock from January 1, 1997
through the date of the Other Offerings.

(d.) Represents the historical statement of opmratof ACP and the ACP Portfolio for the six monghsled June 30, 1997 and the historical
operations of properties acquired by ACP during71®0m January 1, 1997 to the respective dateledf acquisition.

(e.) Reflects the historical statements of openatiof the 1997 Pending Acquisitions for the six therended June 30, 1997.

(f.) Reflects incremental rental revenue for siipaifit leases signed during 1997 related to buiklanzpuired that were owner-occupied prior
to June 30, 1997.

(9.) Represents the net adjustment to depreciatipense based upon an assumed allocation of thbhga# price to land, buildings and
development in process. Building depreciation isipoted on a straight-line basis using an estimiitedf 40 years.

(h.) Represents the net adjustment to interestresgpi reflect interest costs on $391 million imrbwings under the Revolving Loan at an
assumed rate of 6.5% (the capped interest ratel lmasa 30day LIBOR rate of 5.5% plus 100 basis points) a®@d fiillion in assumed debt
a weighted average interest rate of 8.25%.

(i.) Represents the net adjustment to minorityrggeto reflect the pro forma minority interestqmrtage of 18.3%.
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HIGHWOODS PROPERTIES, INC
PRO FORMA CONDENSED COMBINING STATEMENT OF OPERATIO NS (UNAUDITED)
FOR THE YEAR ENDED DECEMBER 31, 1996
(IN THOUSANDS, EXCEPT PER SHARE)

CENTURY CENTER

CROCKER 1996 AND ANDERSON
HISTO RICAL (A) TRANSACTION (B) EAKIN & SMITH (C) O FFERINGS (D) TRANSACTIONS
REVENUE:
Rental property $1 30,848 $47,892 $ 3,000 $ - $27,128(e)
Other Income 7,078 (1,424) 512 --
1 37,926 46,468 3,512 - 27,128
OPERATING EXPENSES:
Rental property.........c.cccooveevennns 35,313 15,709 957 -- 18,218(e)
Depreciation and amortization............. 22,095 9,048 453 -- 5,722(f)
INTEREST EXPENSE
Contractual...........cccoveiiiinnns 24,699 13,048 1,207 (4,504) 10,861(g)
Amortization of deferred financing
COSES...oiviiiiiiiiiicieieis 1,911 374 - 1,059 -
26,610 13,422 1,207 (3,445) 10,861
General and administrative................ 5,666 271 200 - --
Income before minority interest......... 48,242 8,018 695 3,445 (7,673)
Minority interest.........c.oceeveeens (6,782) -- -- -- --
Income before extraordinary item and
dividends on preferred shares........... 41,460 8,018 695 3,445 (7,673)
Dividends on 8 5/8% Series A
Redeemable Preferred Shares............. - - - -- -
Net Income available for common
shareholders before extraordinary
TeML e $ 41,460 $8,018 $ 695 $ 3,445 $(7,673)
Net income per common share... $ 1.59
Weighed average shares.................... 26,111
ACP 1997
(0] THER PORTFOLIO PENDING P RO FORMA
OFFER INGS (H) HISTORICAL (I) ACQUISITIONS (J) AD JUSTMENTS  PRO FORMA
REVENUE:
Rental property.........c.cccoevvevennens $ - $59,513 $ 13,689 $ 3,605(k) $ 285,675
Other Income..........cccccvvvinicnne - 1,615 300 - 8,081
- 61,128 13,989 3,605 293,756
OPERATING EXPENSES:
Rental property.........c.cccoovvevennns -- 32,195 6,388 -- 108,780
Depreciation and amortization............. - -- - 12,025(1) 49,343
INTEREST EXPENSE
Contractual...........cccovveevirnenns (7,421) - - 17,768(m) 55,658
Amortization of deferred financing
[oo1S] R - - - - 3,344
(7,421) - - 17,768 59,002
General and administrative................ - - - 6,137
Income before minority interest......... 7,421 28,933 7,601 (26,188) 70,494
Minority interest.........c.oceeveeens -- -- -- (6,118)(n)  (12,900)
Income before extraordinary item and
dividends on preferred shares........... 7,421 28,933 7,601 (32,306) 57,594
Dividends on 8 5/8% Series A
Redeemable Preferred Shares............. ( 10,781) -- -- -- (10,781)
Net Income available for common
shareholders before extraordinary
102121 OO $ (3,360)  $28,933 $ 7,601 $(32,306) $ 46,813
Net income per common share............... $ 1.04
Weighed average shares.................... 45,037
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HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA STATEMENT OF OPERATIONS (UNAUDIT ED)
FOR THE YEAR ENDED DECEMBER 31, 1996
1. BASIS OF PRESENTATION

The accompanying unaudited pro forma condensed ioimgbstatement of operations is presented agifdhlowing transactions had been
consummated on January 1, 1996:

(a.) the acquisition of 70 properties and the bessroperations of Crocker Realty Trust, Inc. andffiliates (the "Crocker Transaction");

(b.) the acquisition of seven properties and 18&sof development land, a 103,000-square foot salnuoffice development project and the
business operations of Eakin & Smith, Inc. (collesly, the "Eakin & Smith Transaction");

(c.) the Company's 1996 offerings including: (i®Imillion of 6 3/4% Notes due December 1, 2003 &htl0 million of 7% Notes due
December 1, 2006, (ii) $125 million of 8 5/8% Serfe Cumulative Redeemable Preferred Shares, (23@000 shares of Common Stock at
$29.50 per share and (iv) 1,093,577 shares of CanfBtock at prices of $29.16, $29.01, and $28.84 831,198, 344,753 and 611,626 sha
respectively (collectively, the "1996 Offerings");

(d.) the completion of the Anderson and Centuryt€efiransactions,
(e.) the completion of the Other Offerings;

(f.) the completion of the Merger;

(9.) the completion of the 1997 Pending Acquisisioand

(h.) the completion of the Offering.

This unaudited pro forma condensed combining stagmf operations should be read in conjunctioi wie pro forma condensed combir
balance sheet of the Company as of June 30, 188 ¢onsolidated financial statements and relatégsraf the Company included in its
Annual Report on Form 10-K for the year ended Ddzem31, 1996, the unaudited financial statemerdsralated notes of the Company
included in its Quarterly Reports on Form 10-Qtfue quarters ended March 31, 1997 and June 30, 48@#he financial statements and
related notes of Associated Capital Propertiesfélirtand 1997 Pending Acquisitions included herein

The pro forma condensed combining statement ofadio@is is unaudited and is not necessarily indieadif what the Company's actual res
would have been had the aforementioned transactictogilly occurred on January 1, 1996 nor doesripqt to represent the future operating
results of the Company.

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA STATEMENOF OPERATIONS

(a.) Represents the Company's historical statenfesgerations contained in its Annual Report onnrd0K for the year ended December
1996.

(b.) Reflects the historical operations of CrocRealty Trust, Inc. adjusted on a pro forma bagisrfierest expense, depreciation expense anc
other items, for the period of time during 1996optb its acquisition by the Company.

(c.) Reflects the historical operations of EakirS&ith, adjusted on a pro forma basis for intergpease, depreciation expense and other
items, for the period of time during 1996 prioiiteacquisition by the Company.

(d.) Reflects the pro forma effects of the 1996e@ifgs.
(e.) Reflects the historical statement of operatiohCentury Center and Anderson Properties foyé&ze ended December 31, 1996.

(f.) Reflects the estimated depreciation expensedapon an assumed allocation of the purchase fariend, buildings and development in
process and building depreciation computed onadg$ti-line basis using an estimated life of 40 gear
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HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA STATEMENTS OF OPERATIONS -- CONTINUED

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA STATEMENO®OF OPERATIONS -- Continued

(9.) Reflects the estimated interest expense oaghemed mortgages and notes payable at an avetaigst rate of 7.15% assumed in the
Century Center Transaction and 8.78% for thosenasdun the Anderson Transaction and incrementablongs under the Revolving Loan
at an average interest rate of 7%.

(h.) Reflects the pro forma effects of the Compsau@ther Offerings.

(i.) Represents the historical statement of opemnatdf the ACP Portfolio, for the year ended Decengi, 1996, the historical statement of
operations from January 1, 1996 to the date ofiaitgun of the properties that were acquired by AGR996 and the historical statement of
operations for the 12 months ended December 3% &Bthe properties that were acquired by ACP 8719

(j.) Reflects the historical results of operati@fid997 Pending Acquisitions for the year endedddaner 1996.

(k.) Reflects incremental rental revenue for sigaifit leases signed during 1997 related to buiklexguired that were owner-occupied prior
to December 31, 1996.

(.) Represents the net adjustment of depreciaigrense based upon an assumed allocation of thhaaa price to land, buildings and
development in process. Building depreciation impoted on a straight-line basis using an estimiffeedf 40 years.

(m.) Represents the net adjustment to interestresepi reflect interest costs on $391 million imrbwings under the Revolving Loan at an
assumed rate of 6.5% capped (the effective intea¢stbased on a 30-day LIBOR rate of 5.5% pluskia¥s points) and $90 million in
assumed debt at a weighted average interest r&8t@5fo.

(n.) Represents the net adjustment to minorityré@steto reflect the pro forma minority interestqeartage of 18.3%.
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REPORT OF INDEPENDENT ACCOUNTANTS

TO THE BOARD OF DIRECTORS
HIGHWOODS PROPERTIES, INC.

We have audited the accompanying combined stateofieavenue and certain operating expenses of #sedated Capital Properties
Portfolio (as described in Note 1) for the yeareh®ecember 31, 1996. This combined statementvehrte and certain operating expens:
the responsibility of the management of the Asdedi&apital Properties Portfolio. Our responsipilit to express an opinion on the
combined statement of revenue and certain operatipgnses based on our audit.

We conducted our audit in accordance with generadbepted auditing standards. Those standardsedtyat we plan and perform the audit
to obtain reasonable assurance about whetheratersnt of revenue and certain operating expeadesel of material misstatement. An a
includes examining, on a test basis, evidence stipgaghe amounts and disclosures in the finarstaiement. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

The accompanying combined statement of revenueamain operating expenses was prepared for thparof complying with the rules
and regulations of the Securities and Exchange Gesiom, as described in Note 1 for real estateaifmers acquired by Highwoods
Properties, Inc. and is not intended to be a commgleesentation of the revenue and expenses @irtipeerty and may not be comparable to
those resulting from the proposed future operatadribe property.

In our opinion, the combined statement of revemaertain operating expenses presents fairlyll material respects, the combined reve
and certain operating expenses, as defined abbtles dssociated Capital Properties Portfolio fog year ended December 31, 1996 in
conformity with generally accepted accounting pipats.

COOPERS & LYBRAND LLP
Memphis, Tennessee
September 12, 1997



ASSOCIATED CAPITAL PROPERTIES PORTFOLIO
COMBINED STATEMENTS OF REVENUE AND CERTAIN OPERATIN G EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 1996
AND THE (UNAUDITED) SIX MONTHS ENDED JUNE 30, 1997 (NOTE 1)
(IN THOUSANDS)

SIX MONTHS
ENDED
1996  JUNE 30, 1997
(UNAUDITED)
Revenue:

$50,026 $30,115
9,487 4,576
1,615 998

61,128 35,689

Certain operating expense:
Property operating and maintenance
Property management
Real estate taxes
Insurance...............

Ground rent.........ccoeeiiiicinnnnn,
Total certain operating expenses..............
Excess of revenue over certain operating expenses

22,831 11,238
2,270 1,419
5,660 3,116
668 314
766 362
32,195 16,449
$28,933 $19,240

See accompanying notes to statements of revenueestain operating expenses.
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ASSOCIATED CAPITAL PROPERTIES PORTFOLIO
NOTES TO COMBINED STATEMENTS OF REVENUE AND CERTAIN OPERATING EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 1996
NOTE 1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACC OUNTING POLICIES
ORGANIZATION

The accompanying combined statements of revenueentain operating expenses include the combinedatipns of certain commercial
office properties (the "ACP Portfolio") locatedHiorida which are to be acquired from Associategi@aProperties, Inc. and its affiliates
("ACP"). The properties are to be acquired by Highds Properties, Inc. ("Highwoods" or the "Compamursuant to a Master Agreement
of Merger and Acquisition between Highwoods and Adaied August 27, 1997.

The ACP Portfolio consists of 77 office propertigith approximately 5.4 million rentable square fleetated in the Jacksonville, Orlando,
South Florida, Tampa and Ft. Myers markets.

BASIS OF PRESENTATION

Associated Capital Properties Portfolio is notgaleentity but rather a combination of the operatiof certain properties to be acquired by
Company. The accompanying statements were prepauwcnply with the rules and regulations of theB#gies and Exchange Commission
for real estate operations to be acquired by theg2my. The accompanying statements were preparaccombined basis as the properties
being acquired are under common control or manageeare are being acquired under a single agreeofienérger and acquisition.

The accompanying statements are not representdtihe actual operations for the period presengseceatain expenses that may not be
comparable to the expenses expected to be inchyréte Company in the future operations of the A%irtfolio have been excluded.
Excluded expenses consist of interest, depreciatimhamortization and general and administratissco

REVENUE RECOGNITION
Rental revenue is recognized on a straight-linéslmager the terms of the related leases.
USE OF ESTIMATES

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdss#ts and liabilities and disclosure of contingesets and liabilities at the date of the
financial statements and the reported amountsvefnges and expenses during the reporting perioaiahcesults could differ from those
estimates.

UNAUDITED INTERIM STATEMENT

In the opinion of management, the unaudited contbfimrancial statement for the six months ended B 997 reflects all adjustments
(consisting solely of normal recurring adjustmemisgessary for a fair presentation of the restiiteorespective interim period. The revenue
and certain operating expenses for the interinopds not necessarily indicative of the ACP Poitfslfuture revenue and certain operating
expenses for a full year.

PROPERTY MANAGEMENT

Property management expenses include the direpepgsomanagement costs incurred by ACP and, faogeprior to ACP management, the
fees charged by third-party property managers.
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ASSOCIATED CAPITAL PROPERTIES PORTFOLIO

NOTES TO COMBINED STATEMENTS OF REVENUE AND CERTAIN OPERATING
EXPENSES -- CONTINUED

NOTE 2. LEASES

Office space in the ACP Portfolio is generally lediso tenants under lease terms that provide #otethants to pay for increases in operating
expenses in excess of specified amounts.

The future minimum lease payments to be receiveuthe existing operating leases as of Decemhet@6 are as follows (in thousands):

1997 e e $ 46,244
1998t e 37,551
1999 ——— e 30,489
2000..uiii i e 23,925
2001 e e 17,306
Thereafter.....oooovviie 68,871

The above future minimum lease payments do notidleckpecified payments for tenant reimbursementperfating expenses.

Certain properties were substantially occupiedhajrtformer owners. The accompanying combined istais of revenues and certain
operating expenses does not include any imputeshtes from the former owners up through the dédtasquisition by ACP.

The following is a summary of these properties tredapproximate annual rental rate under leasesagrets with the former owner
occupants:

APPROXIMATE
DATE ANNUAL

PROPERTY NAME ACQUIRED RENTAL
Fireman's Fund Building October 1996 $ 485,000
Independent Square April 1997 2,160,000
Campus Crusade May 1997 900,000
Gray Street May 1997 60,000
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REPORT OF INDEPENDENT ACCOUNTANTS

TO THE BOARD OF DIRECTORS
HIGHWOODS PROPERTIES, INC.

We have audited the accompanying combined stateofieatenue and certain operating expenses of38& Pending Acquisitions (as
described in Note 1) for the year ended Decembgei@d6. This combined statement of revenue andicevperating expenses is the
responsibility of the owners and property managdréthe 1997 Pending Acquisitions. Our responiipis to express an opinion on the
statement of revenue and certain operating expdrasesl on our audit.

We conducted our audit in accordance with generadbepted auditing standards. Those standardsedtyat we plan and perform the audit
to obtain reasonable assurance about whetheratersnt of revenue and certain operating expeadesel of material misstatement. An a
includes examining, on a test basis, evidence stipgaghe amounts and disclosures in the finarstaiement. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

The accompanying combined statement of revenueamain operating expenses was prepared for thparof complying with the rules
and regulations of the Securities and Exchange Gesiom, as described in Note 1, for real estateaijpss acquired by Highwoods
Properties, Inc. and is not intended to be a cotmgeesentation of the revenue and expenses @irtiperties and may not be comparable to
those resulting from the proposed future operatadribe properties.

In our opinion, the combined statement of revema:@ertain expenses presents fairly, in all mategspects, the combined revenue and
certain operating expenses, as described in Natkthe 1997 Pending Acquisitions for the year éhBecember 31, 1996, in conformity w
generally accepted accounting principals.

COOPERS & LYBRAND LLP
Memphis, Tennessee
September 12, 1997
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1997 PENDING ACQUISITIONS

COMBINED STATEMENTS OF REVENUE AND CERTAIN OPERATIN G EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 1996
AND THE (UNAUDITED) SIX MONTHS ENDED JUNE 30, 1997 (NOTE 1)
(IN THOUSANDS)

SIX MONTHS
ENDED
1996  JUNE 30, 1997
(UNAUDITED)
Revenue:
$11,676 $ 6,262
1,868 977
145 66
300 71
13,989 7,376

Certain operating expenses:
Property operating and maintenance
Property management
Real estate taxes

3,960 1,965

615 333

1,545 784

INSUrance...........cccoeeviviinienince, 268 134
Total certain operating expenses..............

6,388 3,216
Excess of revenue over certain operating expenses

$7,601 $4,160

See accompanying notes to statement of revenueeaatain operating expenses.
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1997 PENDING ACQUISITIONS

NOTES TO COMBINED STATEMENTS OF REVENUE AND CERTAIN OPERATING
EXPENSES -- CONTINUED

NOTE 1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACC OUNTING POLICIES
ORGANIZATION

The accompanying combined statements of revenueentain operating expenses include the combinedatipns of certain commercial
office properties located in Florida that are pagdicquisition in 1997 (the "1997 Pending Acquisiti") by Associated Capital Properties,
Inc. and its affiliates ("ACP") from third partieBhe properties are to be acquired by Highwoodgé&ttms, Inc. ("Highwoods" or the
"Company") pursuant to a Master Agreement of Meegat Acquisition between Highwoods and ACP datedust27, 1997.

The 1997 Pending Acquisitions consist of 7 officeperties with approximately 1.0 million rentabtpuare feet located in the Orlando and
South Florida markets.

BASIS OF PRESENTATION

The accompanying statements were prepared to conifhiythe rules and regulations of the Securitied Bxchange Commission for real
estate operations to be acquired by the Compargyatbompanying statements were prepared on a cethbasis as they are to be acquired
by Highwoods pursuant to a single agreement of ereagd acquisition. There are no interproperty antoto be eliminated. The
accompanying statements are not representativeeatdtual operations for the periods presente@raic expenses that may not be
comparable to the expenses expected to be inchyréte Company in the future operations of the 1P8iiding Acquisitions have been
excluded.

REVENUE RECOGNITION
Rental revenue is recognized on a straight-linéslmager the terms of the related leases.
PROPERTY MANAGEMENT
Property management expenses include fees chaygbérdb parties under property management agreesnent
USE OF ESTIMATES

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdassats and liabilities and disclosure of contihgssets and liabilities at the date of the
financial statements and the reported amountsvefnges and expenses during the reporting perioaiahcesults could differ from those
estimates.

UNAUDITED INTERIM STATEMENT

In the opinion of management, the unaudited contbfimrancial statement for the six months ended B 997 reflects all adjustments
(consisting solely of normal recurring adjustmemisgessary for a fair presentation of the restiite@respective interim period. The revenue
and certain operating expenses for the interimopleaire not necessarily indicative of the 1997 Pamndicquisitions' future revenue and cer
operating expenses for a full year.

NOTE 2. LEASES

Office space in the 1997 Pending Acquisitions isagally leased to tenants under lease terms whimbige for the tenants to pay for
increases in operating expenses in excess of grkaihounts.

The future minimum lease payments to be receive@uthe existing operating leases as of Decemhet@6 are as follows (in thousands):

............................ $11,055
9,189
6,900
4,799
3,527

The above future minimum lease payments do notidleckpecified payments for tenant reimbursementperfating expense
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MASTER AGREEMENT
OF MERGER AND ACQUISITION

by and among
Highwoods Properties, Inc.,
Highwoods/Forsyth Limited Partnership,
Associated Capital Properties, Inc. and its
Shareholders

Dated August ___, 1997

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST REY ON THEIR OWN EXAMINATION OF THE ISSUER AND THE
TERMS OF THE OFFERING, INCLUDING THE MERITS AND RKS INVOLVED. THESE SECURITIES HAVE NOT BEEN
RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES COMISSION OR REGULATORY AUTHORITY. FURTHERMORE,
THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACURACY OR DETERMINED THE ADEQUACY OF ANY
DOCUMENT USED IN CONNECTION WITH THE OFFERING AND MY REPRESENTATION TO THE CONTRARY IS A CRIMINAI
OFFENSE.

THESE SECURITIES ARE SUBJECT TO RESTRICTIONS ON TWRIFERABILITY AND RESALE AND MAY NOT BE
TRANSFERRED OR RESOLD EXCEPT AS PERMITTED UNDER TIBECURITIES ACT OF 1933, AS AMENDED, AND THE
APPLICABLE STATE SECURITIES LAWS, PURSUANT TO THEBGISTRATION OR EXEMPTION THEREFROM. INVESTORS
SHOULD BE AWARE THAT THEY MAY BE REQUIRED TO BEAR HE FINANCIAL RISK OF THIS INVESTMENT FOR AN
INDEFINITE PERIOD OF TIME.



MASTER AGREEMENT OF
MERGER AND ACQUISITION

This MASTER AGREEMENT OF MERGER AND ACQUISITION (gh'Master Agreement") is made as of the 27th dafugfust, 1997, by
and among HIGHWOODS PROPERTIES, INC., a Marylamgpamtion ("HPI"), HHGHWOODS/FORSYTH LIMITED PARTNESHIP, a
North Carolina limited partnership ("Highwoods")SSOCIATED CAPITAL PROPERTIES, INC., a Florida coration ("ACP") and tht
shareholders of ACP (the "ACP Shareholders").

WHEREAS, Highwoods is a North Carolina limited penship having HPI as its sole general partnertididhas elected to be qualified as a
real estate investment trust under the Code; and

WHEREAS, the partnership, listed on Schedule Ichtd hereto (the "ACP Partnerships") own certaah peoperties located throughout
Florida;

WHEREAS, ACP is engaged in certain real estatdedlactivities throughout Florida including brokgealeasing and management;

WHEREAS, Highwoods and the owners of the ACP Pastiips (the "ACP Partners") have entered into diremiter into the Contribution
Agreements (as defined below), pursuant to whidh ACP Partners, subject to the provisions themgilifjrrevocably agree to sell, transfer
and assign their interests in the ACP Partnerdbiptighwoods; and

WHEREAS, pursuant to the terms hereof and the tefrtise Contribution Agreements, Highwoods, ACR, #CP Partnerships, the
corporations listed at Schedule 1-1 (the "ACP Crapons") and the ACP Shareholders desire to coenthiair respective businesses subject
to the terms, conditions, provisions and limitatiaf this Master Agreement;

NOW, THEREFORE, in consideration of the premise®imecontained, and other good and valuable corsida, the receipt and sufficien
of which is hereby acknowledged, the parties heagtee as follows:

ARTICLE |
DEFINITIONS

The following capitalized terms shall have thedaling meanings for all purposes of this Master A&gnent and such meanings are equally
applicable to the singular and plural forms of ttxens defined. The terms "hereof", "hereto”, "he&telhereunder" and comparable terms r
to the entire agreement with respect to wt



such terms are used and not to any particularssetubsection, paragraph or other subdivisiorethfer

"ACP Cash Recipients" means collectively thosenefACP Partners receiving cash pursuant to thedions contemplated by the Purchase
Option Agreements (as defined below).

"ACP Corporations" means those corporate genertigrs of certain of the ACP Partnerships as liste&chedule 1-1.

"ACP Financial Statements" means the periodic hitdbincome statements and balance sheets protadddyhwoods (including the
schedules attached thereto) for the ACP Partneysthip ACP Corporations and ACP, and specificalfieles any forecasts and projections.

"ACP Parties" means collectively ACP, the ACP Perships, ACP Partners, the ACP Corporations anéd@ie Shareholders, without
duplication.

"ACP Partners" means collectively ACP, the ACP CRshipients and the ACP Unit Recipients (as defipeldw) as listed on Schedule 3.2
(a) attached hereto.

"ACP Property Owners" means the ACP PartnershiyfgsACCP Corporations and
ACP.

"ACP Shareholders" means Messrs. James R. Heidbabel Johannes and Allen deOlazarra

"ACP Unit Recipients" means collectively those Ertreceiving Units (as defined below) pursuarth®transactions contemplated by the
Exchange Option Agreements (as defined below).

"Actual Knowledge" for the purposes of this Masigreement shall mean information which is knowmmoindividual or, as to any entity, to
the officers, general partners or managers of satity without the requirement of additional inquir

"Assumed ACP Debt Financing" means the indebteddessribed on Schedule 1-2 attached hereto.
"Assumed ACP Mortgages" means the deeds to seebterdortgages or other instruments that secur@sbamed ACP Debt Financing.
"Closing" means the consummation of the transastammtemplated by this Master Agreement.
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"Closing Date" means the date upon which all thed@@ns for closing and consummation of the tratisas contemplated by this Master
Agreement shall have been satisfied.

"Code" means the Internal Revenue Code of 198&manded.
"Contribution Agreements" means collectively thedhiase Option Agreements and the Exchange Optioaehgents.

"Environmental Law" means any and all federal,estatd local laws, regulations, ordinances and a#wrirements relating to pollution or
protection of the environment, including, withoumitation, laws, regulations and requirements me¢ato the ownership, possession, storage
and control of the Properties (as defined belowd) tanemissions, discharges, releases or threatetesses of storm water, pollutants,
contaminants, toxic or hazardous substances, or @ohazardous wastes into the environment (irinlypevithout limitation ambient air,
surface water, groundwater or land), or otherwidating to the manufacture, processing, distribytisse, treatment, storage, disposal,
transport or handling of pollutants, contaminatudzic or hazardous substances, or solid or hazard@astes. The Environmental Laws
include, without limitation, the Comprehensive Bovimental Response, Compensation and Liabilityohdt980, as amended.

"Exchange Act" means the Securities Exchange A&B8#, as amended.

"Exchange Option Agreements" means, collectivélgse agreements in substantially the form attableeeto as Schedule 1-3 to be entered
into by Highwoods, HPI and certain of the ACP Rexfpursuant to which Units are to be exchangedddain ownership interests in the ACP
Partnerships.

"Future Acquisition Properties" shall have the megmprovided at Section 3.1(b).

"Highwoods Partnership Agreement" means the FirseAded and Restated Agreement of Limited Partresfhiighwoods/Forsyth Limite
Partnership dated as of June 14, 1994, as amehaedjh the date of Closing.

"Improvements" means all buildings, structuresgets, furnishings, parking lots, landscaping, waltsds, culverts, fixtures, utilities, fences,
driveways, loading docks, security systems andrgihgsical features constructed or assembled onpah or beneath any of the Properties
(whether finished or unfinished) and owned by #mpective ACP Property Owner owning such Property.
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"Indebtedness" means, without duplication, anygailons for borrowed money and all monetary obilayet to trade creditors, whether
heretofore, now or hereafter owing, arising, dupayable to any person and howsoever evidenceatedieincurred, acquired or owing,
whether primary, secondary, direct, contingengdixr otherwise and whether matured or unmaturéthddyt in any way limiting the
generality of the foregoing, Indebtedness spedifidacludes the following: (a) all obligations babilities of any person that are secured by
any lien, claim, encumbrance or security interggtruproperty; (b) all obligations or liabilitieseated or arising under any capital lease of
or personal property, or conditional sale or otitkr retention agreement with respect to propestign though the rights and remedies of the
lessor, seller or lender thereunder are limitecepmssession of such property; (c) all unfundedioenfund, employee medical or welfare
obligations and liabilities; (d) deferred taxesgdn) all obligations under any indemnificationegments, guaranty agreements, letters of
credit or other documents creating such contintiebilities.

"Investment Committee" shall mean the Investmenh@dtee of the Board of Directors of HPI (the "Bdgr

“Liability" means any liability, obligation or ind#edness of any and every kind and nature, whéretofore, now or hereafter owing,
arising, due, or payable by ACP, the ACP Partnpsshi the ACP Corporations, howsoever evidencedted, incurred, acquired or owing,
whether primary, secondary, direct, contingengdixor otherwise, including obligations of perforroe.

“"Lien" means any interest in property securing bligation owed to, or a claim by, a person othantthe owner of the property, whether
such interest is based on the common law, statuterdract, and including but not limited to therlior security interest arising from a dee
secure debt, mortgage, encumbrance, pledge, seagritcement, conditional sale or trust receipt l@aae consignment or bailment for
security purposes. The term Lien shall include mest@ons, exceptions, defects of any kind or nataneroachments, easements, rights-of-
way, covenants, conditions, restrictions, leasesadher title exceptions and encumbrances affeqtiogerty.

"Owned Properties" means the real and personakpippwned by the ACP Partnership listed at Schee@ul(a)(A).
"Payable ACP Debt Financing" means the indebtedessribed on Schedule 1-5 attached hereto.
"Pending Acquisition Properties” means the real perdonal property listed on Schedule 3.1(a)(B).
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"Permitted Lien" means (i) liens for 1997 ad valorexes not yet due and payable; (ii) restricti@asements, covenants, reservations and
rights of way of record that would be disclosedabgomplete title examination;

(iii) zoning ordinances, restrictions and otheruiegments imposed by governmental authority asalamnaterially interfere with the present
use of a parcel of property; (iv) such imperfecsian title, liens and encumbrances, if any, asatadetract materially from the value or
interfere with the present use of a parcel of prigpand which do not secure obligations for borrdweoney or the deferred purchase price of
property; and (v) the liens securing the AssumedPAlebt Financing and the liens securing the PayaBlé Debt Financing.

"Person" means any individual, joint venture, cogpion, limited liability company, voluntary assation, partnership, trust, joint stock
company, unincorporated organization, associatjomernment, or any agency, instrumentality, ortfmali subdivision thereof, or any other
form of entity.

"Property" or "Properties" shall mean, individuafilge real property together with any Improvemehéseon and all personal property and
rights, privileges and interests appurtenant tioevetned by an ACP Property Owner or, collectively all of the ACP Property Owners as
more particularly described on the Descriptive RropExhibit attached hereto at Schedule 1-6.

"Purchase Option Agreements" means, collectivblys¢ agreements in substantially the form attableeeto as Schedule 1-4 to be entered
into by Highwoods, HPI and certain of the ACP Rerfpursuant to which cash is to be paid for cedainership interests in the ACP
Partnerships.

"SEC" means the Securities and Exchange Commission.

"Securities Act" means the Securities Act of 1%83amended.

"Securities Laws" means the Securities Act, theharge Act and the rules and regulations promulgéigcunder.
"Shares" means the duly authorized common stockyadae $.01 per share, of HPI.

"Unit" means an undivided limited partnership iefgrin Highwoods, which is exchangeable by a Uolidér for either cash or Shares,
whichever may be elected by HPI, in accordance thighHighwoods Partnership Agreement and the Regist Rights Agreement to be
executed in conjunction with the Contribution Agresnts. "Units" refers to Class A Units as provithgdhe Highwoods Partnership
Agreement unless otherwise specified.



ARTICLE II
THE TRANSACTIONS

2.1 General. Subject to the terms, conditions, isiors and limitations in this Master Agreementtloa Closing Date the parties shall cause
the transactions contemplated hereby (the "Traims®) to be consummated, including, but not limite:

(&) The Closings under the Contribution Agreemeagsjescribed in

Section 2.2 below; and

(b) The merger of ACP and the ACP Corporations & pursuant to the terms and conditions hereofnare particularly described in
Article IV below.

2.2 Contribution Agreements. Highwoods shall tenttierconsideration required by each of the ContidbuAgreements such that each "Final
Closing", as defined in the Contribution Agreementurs under the terms of each of the respeC@orgribution Agreements.

2.3 Closing.

(a) The Closing of the Contribution Agreementstfar Owned Properties and the Pending Acquisitiap@ties shall take place at the offices
of Highwoods' attorneys (or as otherwise mutuaijsead) on September 15, 1997, unless otherwiseathyagreed; however, the parties
acknowledge that the consummation of the transagtigith respect to the Pending Acquisition Properthay not occur until on or about
September 22, 1997. The Closing of the contributibeach of the Future Acquisition Properties shatlur as provided in the contracts for
such properties as approved by the Investment Ctmenin the event that the parties are procedditige Closing of the Contribution
Agreements but are unable to close by September9By, (or September 22, 1997 with respect to tinswmmation of the Pending
Acquisition Properties as discussed above) dueasanable cause, the parties agree that theyewdl asonable and mutually agreeable
for Closing, which date shall not in any event &ed than October 15, 1997. Unless such date ewibe extended by agreement of the
parties, this Master Agreement shall terminate ept&@nber 15, 1997 or October 16, 1997 (if extendeatcordance with the provision of the
previous sentence) at which time all of its termd provisions shall be of no further force and effxcept that Sections 13.5, 13.6 and 2.4(d)
shall survive such termination.

(b) Highwoods may terminate this Master Agreemeittiout liability and without waiving any of its rigs at law or in equity by giving notice
to ACP at any time prior to the Closing:



(i) If the Closing shall not have occurred on ofdoe the Closing Date by reason of the failurehaf ACP Parties to satisfy any condition
precedent to the performance of Highwoods (unlesddilure results from Highwoods itself breachnty representation, warranty or
covenant contained in this Master Agreement or Wigbds' failure to satisfy any condition precedenthe performance of the ACP Parties);

(i) If any of the ACP Parties files any voluntggtition, or has filed against it any involuntamtiion, seeking liquidation, reorganization,
arrangement, readjustment of debts or for any otfef under the United States Bankruptcy Codaerater any other statute, code or act,
whether state, federal or foreign, or becomes Wrestlor otherwise becomes subject to any reorgtaaizar insolvency proceeding; or

(iii) Pursuant to the terms of Section 2.4 hereof.

(c) The ACP Parties may terminate this Master Agrert without liability and without waiving any dieir respective rights at law or in
equity by giving notice to Highwoods at any timéopto the Closing:

(i) If the Closing shall not have occurred on ofdoe the Closing Date by reason of any conditicecpdent herein to the performance by the
ACP Parties not being fulfilled (unless the failuesults from any of the ACP Parties breachingrapyesentation, warranty, or covenant
contained in this Master Agreement); or

(i) Pursuant to the terms of Section 2.5 hereof.
2.4 Examination by Highwoods.

(a) Highwoods, at its own expense and at any tim@ the date hereof until September 12, 1997 (®evlew Period") (except with respect
Section 2.4(a)(v)), shall have the right, but & dbligation, to perform the following procedures:

() Inspect all physical aspects of the Properiieduding all systems, components and serviceraots. ACP agrees to supply HPI or
Highwoods with "as-built" plans, specs and surwsith respect to all Properties that are in its pesgn or under its control;

(i) Investigate all zoning, code and governmengguirements;



(iii) Review and perform Phase | and Phase |l @uaitd other environmental studies;
(iv) Review preliminary title reports and surveys;

(v) Review copies of leases, rental agreementsanttacts, together with any modifications or ammadts therein pertaining to the
operation of the Properties, but it is acknowledggddighwoods that such review was completed onusud5, 1997 for purposes of
confirming the income analysis of the Propertiesegt as to final documentation of the Accustafséear modification in Independent Square
and the ProSource lease or modification in theufxtrat Coral Gables, which documentation shall lowiged by ACP for Highwoods review
as soon as practicable after the date hereof;

(vi) For the purpose of assessing the financiarimition of ACP, the ACP Partnerships, the ACP Grapons and the Properties, other than
the income stream of the Properties as described at

Section 2.4(a)(v) above, obtain audited finandialesnents, verify financial information from allczinting books and records since inception
of the ACP Partnerships' ownership and review ahgranformation and documents in the ACP Partripssipossession or control that
pertains to the ACP Partnerships' ownership andatipa of the Properties (collectively, the "Recsi)d and

(vii) Review all documentation required to be exedun connection with the assumption by Highwoofithe Assumed ACP Debt Financing
(the "Assumption Documents").

ACP and the ACP Shareholders covenant and agreththashall provide Highwoods with access to, eopgies of, all Records in their
possession and control. HPI and Highwoods shalileonall of their property inspections in a mannet disruptive to the ACP Parties, the
tenants or the operation of the Properties.

ACP and the ACP Shareholders shall cooperate wighwbods before and after the Closing in providsngh information as is available or
reasonably obtainable and as Highwoods or HPI reaganably require to prepare its Form 8-K filingd auch other reports and filings as
may be required by any governmental authority erNlY SE.

(b) In the event that during the Review Period kighds, in its reasonable judgment, determinestkiese are material structural or
environmental defects or title or other deficiesaisting at a Property or Properties, Highwodusl hiave the option to terminate this
Master Agreement



without incurring the "break-up" fee provided atfen 13.8 if the total costs to repair, remedyamove such deficiencies and/or defects
from the Properties exceeds $15,000,000 in theeagde. The ACP Parties shall have no obligatiarute any such defects or deficiencies
and HPI's and Highwoods' only remedy with respeeteto shall be to terminate this Master Agreerasmirovided in this Section 2.4(b).

(c) In the event that during the Review Period kighds, in its reasonable judgment, determinesahwtof the terms, conditions or
provisions of the Assumption Documents are unaet#ptto Highwoods in any respect, then Highwoodsl $fave the option to pay off the
Assumed ACP Debt Financing to which such documestége at or immediately following the Closing, pided that the prepayment of such
Assumed ACP Debt Financing shall not result in adjyistment to the Aggregate Consideration (as défin Section 3.1) payable to the A
Parties and Highwoods shall pay any and all prepegrpenalties, fees and other expenses associatedugh prepayment listed on Schec
2.4(c), except that ACP and the ACP Shareholdeat gy any such penalties or fees associatedamyhdebt owed to Lehman Brothers, Inc.

(d) HPI and Highwoods agree to indemnify and hblel ACP Parties harmless from and against any &wethahs, causes of action, damages,
costs (including reasonable attorney's fees), imgLaind liabilities resulting from the activitiesldP1 and Highwoods and/or HPI's or
Highwoods' agents or designees at or on the PiepeNotwithstanding anything to the contrary cored elsewhere in this Master
Agreement, the provisions of this Section 2.4(d)llskurvive both Closing and termination of this $fkx Agreement.

2.5 Examination by ACP

Highwoods shall give the ACP Parties the opporjuttitconduct a due diligence review of the busiresass affairs of Highwoods and HPI, so
long as all such due diligence occurs prior to Seyer 12, 1997 and does not unreasonably disragighrations of Highwoods or its outside
auditors or securities counsel. After such duediice (but prior to September 12, 1997), if ACEherACP Parties determine that the
transaction contemplated hereby is undesirablaéaaanaterial adverse change in the business andial condition or the financial or
business prospects of Highwoods or HPI since M84chH997, the ACP Parties may terminate this Masgeeement without incurring the
"break up" fee described in Section 13.8. A "maleadverse change" for purposes of this Sectiosi2all include, but not be limited to, (i)
any class action claim under Rule 10b-5 of the Brge Act against either HPI or Highwoods whiclidéfermined adverse to HPI or
Highwoods, could



reasonably be expected to have a materially aduesact on HPI or Highwoods and (ii) the loss bghkivoods or HPI of investment grade
credit status by either of the rating agencies, M®ody's Investors Services or Standard & Po@tngs Group.

ARTICLE Il
CONSIDERATION

3.1 Purchase Price Generally. The total considarat be transferred or paid to the ACP PartnertherClosing Date (prior to the
adjustments required by Section 3.3 below) witlpeesto the Owned Properties and the Pending Attiquidroperties (the "Aggregate
Consideration") and the consideration for the Faiicquisition Properties shall be based on the¥ahg aggregate assigned values for the
various ACP Partnerships that own such Properties:

(&) The total consideration for the ACP Partnershigied on Schedule 3.1(a)A (the Owned Properéiad)for the ACP Partnerships listed on
Schedule 3.1(a)B (the Pending Acquisition Props)téhall be based upon a total value for such A@#hErships of $551,000,000 in a
combination of cash, Units, Shares and debt assomEach of the Units and Shares issued shall hawagreed value equal to $32.50. In
addition, Highwoods shall pay all closing costs ardenses relating to the acquisition of the Papdicquisition Properties.

(b) Schedule 3.1(b) describes the current statasyfuture transaction involving certain propestiehich have been approved by the
Investment Committee and which are under cont@&QP or its shareholders or an affiliate thereglé ('Future Acquisition Properties").
The total consideration for the Future Acquisitfroperties shall be as set forth in

Section 3.2(e).

3.2 Agreed Upon Consideration. Subject to adjustrasmprovided below, the Aggregate Consideratiguired by the Contribution
Agreements and this Master Agreement, to be paidigiiwoods or HPI, as the case may be, to or inrfa¥ the ACP Parties on the Closing
Date shall be:

(a) the payment of cash to the ACP Cash Reciprsuant to the terms of the applicable Purchagm@pgreements and in accordance
with Schedule 3.2(a) attached hereto, which skeatidmpleted prior to the Closing Date;

(b) the issuance of Class A Units to the ACP UmtiRients pursuant to the terms of the applicaighBnge Option Agreements and in
accordance with
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Schedule 3.2(a) attached hereto, which shall beptated prior to the Closing Date;

(c) the issuance of Shares to the shareholdetedA€P Corporations pursuant to Section 4.6 armtoordance with Schedule 3.2(c) attached
hereto, which shall be completed prior to the GlgdDate;

(d) the payment by Highwoods of the Payable ACPtéancing and the assumption of the principahbeg¢ of the Assumed ACP Debt
Financing and the release of all the combined A@Ri¢% from any and all guaranties and other liédsl arising out of the Payable ACP D
Financing and the Assumed ACP Debt Financing oradhgr liabilities assumed by HPI or Highwoods mgressly provided herein.
Additionally, Highwoods agrees to pay all fees,ts@nd expenses (including prepayment penaltiescagted with the assumption of the
Assumed ACP Debt Financing and the prepaymenteoPtiyable ACP Debt Financing except that the AQBeRBsshall pay any penalties or
fees associated with the payment of any Payable B€R Financing owed to Lehman Brothers, Inc.; and

(e) for the Future Acquisition Properties, a comalion of cash, assumed debt and Units in an antourd mutually agreed upon, but in no
event shall such amount exceed 102% of ACP's adrrice for the purchase of such properties, dedig to the ACP Shareholders or such
other persons(s) as appropriate upon their clasmnte acquisition of such properties.

Notwithstanding the amounts set forth in SchedBl2¢a) and 3.2(c) hereof, (i) the allocation of thenponents comprising the Aggreg
Consideration may be adjusted upon the mutual aggeeof the parties hereto and (ii) each ACP Pdgmensideration (in cash or Units) ¢
the consideration (in Shares) of each of the ACRQuations' shareholders to be received shall hestadl, as applicable, pursuant to
Paragraph 2 of each such ACP Partner's Contribétgmeement and Section 3.3 below.

3.3 Closing Adjustments.

(a) Generally. All real estate taxes, charges asdssments affecting a Property, all charges feerwsewer, electricity, gas and all other
utilities and operating expenses with respectRoaperty, to the extent not paid or payable byriehander the Leases (as defined in Section
6.7 below and as described on Schedule 6.7A attiaodketo), shall be apportioned on a per diem lasscf midnight on the date immediately
preceding the Closing. All such expenses for théodegreceding the Closing shall be deemed experfste ACP Shareholders and all such
expenses commencing as of the Closing with regpestich Property shall be deemed to be expendéigbivoods. Amounts owed under t
paragraph shall be paid to the party to whom theyowed in
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cash at the Closing or in the Post-Closing Adjusiinfkeriod (as defined below) in the same mannérths underlying real property were
being sold. If any real estate taxes, chargessasasnents have not been finally assessed as Gfdsieg Date for a Property for the then
current calendar tax year, they shall be adjustéideaClosing based upon the most recently issuksctterefor. The provisions of this Secti
3.3(a) shall survive the Closing. With respectpaid real estate taxes, charges and assessnieappationments hereunder will be made
on the assumption that Highwoods will pay such am®timely such that it will be entitled to recethe maximum discount available under
state and local laws.

(b) Rent. Except for delinquent rent, all rent unale ACP Partnership's Leases and other inconibutible to a Property shall be
apportioned on a per diem basis as of midnighherdate immediately preceding the Closing. All steft and other income, including
commissions earned, for the period preceding tlsiag shall be deemed to be property of the ACRebimdders, and all rent and other
income for any period commencing as of the Closind thereafter shall be the property of Highwoanistie purpose of making the
adjustments set forth herein. All security deposékl by ACP Parties prior to the Closing Date lshalthe property of the ACP Shareholders.
Amounts owed under this paragraph shall be paiddgarty to whom they are owed in cash at thei@osr during the Post-Closing
Adjustment Period. Delinquent rent shall not bergted, but shall be deemed the property of the S6&eholders. Payments received by
Highwoods from tenants of an ACP Partnership frowh after the Closing with respect to a Propertyldfeapplied first to rents then due for
the current period from such tenant and then th sewcant's delinquent rent as of the time of apmament. Highwoods shall use reasonable
efforts to collect delinquent rents for the benefithe ACP Shareholders but in no event shalllidgyated to evict or sue any tenants in order
to collect such rents and shall cooperate withAG® Shareholders in the collection of any delindwenounts; provided, however, that the
ACP Shareholders shall not have any rights to eich tenants for such delinquent amounts. Any atsaeceived by ACP Parties on
account of rent or other income for the periodratfte Closing with respect to the Property andréiated personal property shall be turned
over to Highwoods for application in accordancewtite terms of this paragraph. All accounts reddaanotes, cash and bank accounts
ACP Partnerships existing as of the Closing Da#dl s Closing, for the purpose of making the atifents set forth herein, be transferred to
or retained by the ACP Shareholders, other thameimaining balance of any escrow accounts for teingrovements and lease commissi
required by Section 10.8 hereof, security dep@sitsamounts which belong to Highwoods after makiregclosing adjustments for rent,
proration of taxes and operating expenses. Paymeces/ed by Highwoods with respect to such aceoteteivable after the Closing shall be
immediately forwarded to the appropriate ACP Pddgignated by Mr. Heistand. Except for the adjustsito be made in the Post Closing
Adjustment Period, the parties hereto agree that no
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adjustments to reimbursable income received froraries for taxes, insurance or common area maintenaxpenses will be made because
the estimated periodic payments made by tenartedProperties for 1997 were more or less thanethant actual prorated share of taxes,
insurance and common area maintenance expensegtidtanding anything herein to the contrary, aaypayments relating to a period
prior to the Closing that are reimbursed or retdrbg the applicable taxing authority shall be immggly forwarded to the appropriate ACP
Parties designated by Mr. Heistand. The provisafrthis Section 3.3(b) shall survive the Closing.

(c) Preclosing Expenses and Liabilities. The parieknowledge that not all invoices for expensesrired with respect to the Properties prior
to the Closing will be received by the Closing dinat a mechanism needs to be in place so thatisucites can be paid as received. All of
the prorations referred to above will be done oimgerim basis at the Closing and will be subjectinal adjustment in accordance with the
provisions hereof within sixty days or such othgre®d upon period of time following Closing (theo%®Closing Adjustment Period"). Upon
receipt by Highwoods after Closing of an invoice #oProperty's operating expenses which are at#fithelin whole or in part to a period prior
to the Closing and which were not apportioned if@pportioned, not correctly apportioned) at ChasiHighwoods shall submit to the ACP
Shareholders a copy of such invoice with such audit supporting information as the ACP Sharehdddall reasonably request. Within ten
(10) days of receipt of such copy, the ACP Shadrsishall pay to Highwoods an amount equal tgtrdon of such invoice attributable to
the period ending as of midnight on the date immtedly preceding the Closing apportioned on a pemdiasis.

3.4 Fluctuation. EACH OF THE ACP PARTIES AND HIGHV@DS ACKNOWLEDGES AND AGREES THAT AFTER THE
EXECUTION OF THE CONTRIBUTION AGREEMENTS, THE MARKEVALUE OF THE SHARES WHICH IS CURRENTLY
OUTSTANDING MAY INCREASE OR DECREASE IN VALUE AS TH RESULT OF MARKET FLUCTUATIONS, AND THAT ANY
SUCH FLUCTUATIONS MAY AFFECT THE VALUE OF THE UNITSNOTWITHSTANDING THESE FLUCTUATIONS,
HIGHWOODS WILL NOT BE REQUIRED TO INCREASE THE NUMER OF UNITS TO BE ISSUED TO ANY ACP UNIT RECIPIENT
(WHOSE PURCHASE PRICE IS PAID IN UNITS) IN THE EVENOF A DECREASE IN THE MARKET VALUE OF SHARES PRIOR
TO THE CLOSING. LIKEWISE, EACH ACP UNIT RECIPIENT WOSE PURCHASE PRICE IS BEING PAID IN UNITS WILL BE
ENTITLED TO THAT NUMBER OF UNITS SET FORTH ON SCHER.E 3.2(a) HEREOF NOTWITHSTANDING ANY INCREASE IN
VALUE OF SHARES PRIOR TO THE CLOSING, AS SUCH INCREE MAY INURE TO THE BENEFIT OF SUCH ACP UNIT
RECIPIENT. NOTWITHSTANDING THE FOREGOING, THIS SETIN

3.4 SHALL NOT PREVENT THE ACP PARTIES FROM BEING AB TO TERMINATE THIS MASTER AGREEMENT IN
ACCORDANCE WITH SECTION 2.5 IN THE EVENT OF A MATHRL CHANGE IN THE BUSINESS, FINANCIAL CONDITION OR
THE FINANCIAL OR BUSINESS PROSPECTS OF HPI OR HIGKDWDS SINCE MARCH 31, 1997.
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3.5 Partnership Distribution Adjustment. For thstfiiscal quarter of Highwoods ending after thesiitg Date, partnership distributions
attributable to such quarter payable by Highwoodhié ACP Unit Recipients pursuant to

Section 12.2C of the Highwoods Partnership Agredrsieall be prorated to take into account the peoittime during such quarter that the
ACP Unit Recipients were limited partners in Higlnels. Each ACP Unit Recipient shall receive thatiporof a full quarterly distribution
otherwise attributable to his Units determined hyltiplying the amount of such full distribution layfraction the numerator of which is the
number of days during such quarter that the ACR Ratipient was a limited partner in Highwoods &mel denominator of which is the
number of days in such quarter.

3.6 Non-Acquired Partnership Interests. Except wagpect to the Starwood Partnerships (as defiakai, in the event an ACP Partner fails
to agree to contribute or sell its interests (ariNdaquired Interest”) in an ACP Partnership anigeeifi) such Non-acquired Interest has an
assigned value of at least $5,000,000 or (ii) Sych-acquired Interest together with all other Nagpared Interests have an aggregate
assigned value of at least five percent (5%) ofAthgregate Consideration (prior to any other adestt), Highwoods shall have the right to
exclude the Property or Properties subject to Slmiacquired Interest from this Master Agreement aredthnsactions contemplated her
and an appropriate adjustment will be made to thgrégate Consideration payable with respect té’tbperties to be acquired. The parties
agree to use their best efforts to restructureamapisition of an ACP Partnership which could reBul Non-acquired Interest to allow
Highwoods to acquire 100% of the ownership inter@ssuch ACP Partnership, or alternatively, inBneperty owned by such ACP
Partnership.

3.7 Adjustment for Starwood Partnerships. In theneé¥hat the ownership interests of Starwood Opmdtst Fund I, LP in ACP-Venture |,
Limited Partnership or in SCG-ACP Master LimitedtRarship, or of Starwood Opportunity Fund IV, LiR SOFI-IV Tampa Limited
Partnership or SOFI-IV Tallahassee Limited Partmigrécollectively the "Starwood Partnerships") canbe acquired because of a failure of
the Starwood entities to agree to the acquisitfdhase partnerships within the terms contemplatethis Master Agreement, the parties
hereto agree that all of the other Properties asdta included herein will remain subject to thiaskér Agreement and the Closing will occur
as provided herein, subject to (a) structuringTtrensactions in a manner that complies with anyiegiple agreements with the Starwood
entities and (b) the parties mutually agreeing madjustment to the Aggregate Consideration payalterespect to the Properties to be
acquired. The Aggregate Consideration will be adgi$o reflect the exclusion of the Starwood Pasinigs from the ACP Partnerships and
the valuation principles otherwise used by Highwsdvaluing the Properties will be applied to reresthe remaining Properties and assets,
subject to agreement by ACP. Highwoods and the S8&eholders additionally agree that to the exatbotved by any partnership
agreement, management agreement or leasing agreenvenich the properties owned by ACP-Ventureiinited Partnership, SCG- ACPI,
Limited Partnership, SOFI-IV Tampa Limited Partigpsor SOFI-IV Tallahassee

14



Limited Partnership are subject, any rights whic@PAor its affiliates own therein shall be transfdrto Highwoods for consideration to be
determined by the mutual agreement of the pargestb, if an adjustment in consideration is apgeder

3.8 "Lockup" Agreement. The Units and Shares rembat Closing will be subject to a RegistrationtRégand Lockup Agreement
substantially in the form of Exhibit 3.8 (the "Regation Rights Agreement”). Subject to the terms eonditions of the Registration Rights
Agreement, any or all Units and Shares received Ioeafylly pledged as collateral for one or moredfide loans at any time and from time
to time after the Closing. The Registration Rigimsl Lockup Agreement will allow an acceleratedaséeof the "lockup” term in the event of
a change in control of or a material adverse chamgjee financial condition of either HPI or Highas or if James R. Heistand is not
appointed to the Board or nominated by managenmahebected to the Board within twelve months ofdlaée of Closing.

ARTICLE IV
MERGER WITH ACP

4.1 Merger. Subject to the Maryland General Corpiana_aw and the Florida General Corporation Aad @m the terms and subject to the
conditions of this Master Agreement, the Articlédierger of ACP with HPI (the "Articles of Mergerdnd the Agreement and Plan of
Merger, the form of which shall be mutually accépegao the parties, shall be executed and fileépgsopriate, with the States of Maryland
and Florida on the Closing Date. The Merger shalkbnsummated and shall become effective uporilthg 6f the Articles of Merger (the
"Effective Time"). ACP shall merge with and into HEhe "Merger") in accordance with the Agreememd #lan of Merger and the terms
hereof, and the separate existence of ACP shakecaad HPI shall be the surviving corporation (erviving Corporation™).

4.2 Articles of Incorporation. The articles of imporation of HPI in effect at the Effective Timeadlhbe the articles of incorporation of the
Surviving Corporation.

4.3 Fiscal Year. The bylaws of HPI in effect at Eféective Time shall be the bylaws of the Surviyi@orporation. The fiscal year of the
Surviving Corporation shall end on the last dajpetember of each year.

4.4 Directors and Officers. From and after the &ffe Time, until successors or additional officarsl/or directors are duly elected or
appointed in accordance with applicable law, tmealors of HPI at the Effective Time shall be tlrectors of the Surviving Corporation and
the officers of HPI at the Effective Time, togetieth the officers appointed pursuant to Sectid@) Shall be the officers of the Surviving
Corporation.
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4.5 Conversion of Shares. At the Effective Timeybiyue of the Merger and without any action on plaet of any party hereto or any holder
of the Shares:

(a) Each Share issued and outstanding immediatiy tp the Effective Time shall remain outstandasgone validly issued, fully paid and
nonassessable share of common stock, par valug&rGhare, of the Surviving Corporation; and

(b) Each share of common stock, no par value, dP A&Sued and outstanding immediately prior to tliedive Time shall, by virtue of the
Merger and without any action on the part of thilaothereof, be converted automatically into tightrto receive a pro rata share (in whole
shares only) of 307,693 Shares and HPI's trangfamtaimmediately after Closing, shall issue HBEtktcertificates to the holders of the ACP
stock certificates representing each such holgeo'sata share of such Shares.

(c) At Closing, HPI shall issue a total of 1,479 Z8eely transferable warrants exercisable at ang after the fifth anniversary of the date of
the issuance in a form to be established by matgieement of the parties hereto (the "Warrantdigreby the persons on Schedule 4.5(c),
which shall be completed prior to the Closing Datell be granted the right to purchase the nurmb8hares indicated on Schedule 4.5(c) at
a purchase price equal to $32.50 as more partiguascribed in the Warrants.

The pro rata portion of the merger consideratioyapée to each holder of ACP shares provided abba# Be equal to a fraction, the
numerator of which is the number of ACP shares hglduch holder immediately prior to the effectiee and the denominator of which is
the total of all the shares of ACP common stockéadgsand outstanding immediately prior to the EffecTime. Schedule 4.5 hereto sets forth
the proportionate interest of each of the ACP Shalders (the "ACP Percentage Interests").

4.6. The ACP Corporations shall each be mergedHitbunder the general provisions provided aboveéhe merger of ACP into HPI except
that the conversion provisions at Section 4.5 dimllietermined upon valuation of each such ACP @atjwn. No warrants shall be issued in
the merger of the ACP Corporations into HPI. Thesideration to be received by the shareholdersefCP Corporations (other than ACP)
is as set forth in Section 3.2(c) hereof.

ARTICLE V
COVENANTS AND AGREEMENTS

5.1 Operation of Business. After making adequabeipions for all prorations contemplated hereirecsfically by Section 3.3, and by the
Contribution Agreements, the ACP Partnerships aadMCP Corporations may make cash
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distributions of all cash on hand immediately ptmthe Closing and may otherwise distribute alirals or other evidences of money owed to
them. Highwoods and the ACP Parties agree to wsertasonable efforts to reconcile prorations @ther closing adjustments within the
Post-Closing Adjustment Period. In the event anyypaceives any payments to which any other partgursuant to the proration provisions
hereof, entitled, such payment shall promptly bésdeed to the party so entitled.

5.2 Brokers. Each of the ACP and ACP Sharehold&rsraants, represents and warrants to Highwood$i&hdand Highwoods and HPI
covenant, represent and warrant to each of the R&Res that, except as indicated on Scheduletta@heed hereto which sets forth any and
all broker's fees to be paid by HPI and Highwoadsbroker or finder or agent has been involvedngaged by it in connection with the
transactions contemplated hereby. Each party hexgiges to indemnify and hold harmless the othnet Highwoods and HPI agree
specifically as related to the persons identifiadseghedule 5.2 to hold harmless and indemnify t6® Aarties, from and against any and all
broker's or finder's fees, commissions or simitarges incurred or alleged to have been incurrethdoyndemnified party in connection with
the transactions contemplated hereby and any &iabss) liability, cost or expense (including wititdimitation reasonable attorneys' fees)
arising out of any claim that the indemnifying partcurred or created any such fees, commissiochamges.

5.3 Employment Agreements. At Closing, either HPH@hwoods and the individuals listed on ScheduBshall have entered into an
Employment Agreement substantially in the form ghibit 5.3 attached hereto with such terms as armiatly acceptable to either HPI or
Highwoods, as the case may be, and such individuals

5.4 Termination of Contracts. Unless otherwise gigechby Highwoods in writing, all contracts fordhmanagement, development, or leasing
of the Properties entered into by the ACP Partmgsshith other ACP Parties, if any, must be terrnedaas of the effective date of Closing so
that Highwoods or its designee shall have the sxaturight to manage and lease the Properties.

5.5. Employees; Benefit Plans. At Closing, eith&l idr Highwoods, at their discretion, except as mayrovided by the Employment
Agreements, shall offer to hire all of the emplayée addition to the employees entering into thgplbyment Agreements pursuant to
Section 5.3) of ACP at their current level of comgeagtion and benefits or their equivalent econoralaes as such employees were
compensated by ACP. With respect to employee bsngfins, employees hired by HPI or Highwoods steakive credit for years served
with ACP.

5.6 Contribution of the ACP Assets. All personaerty listed on Schedule 5.6 (the "Personal Ptgfjeincluding the tradenames
"Associated Capital Properties" and the associgbediwill, used by ACP in the operation and managgrotthe Properties shall be
transferred to Highwoods or HPI in conjunction
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with the Closing and as partial consideration far transactions otherwise contemplated by this dasgreement.

5.7 The Future Acquisition Properties. The Futuoguisition Properties which have received approvdhe Investment Committee are
described on Schedule 5.7 attached hereto. Scheduhall be changed from time to time prior tostg to reflect the approval of other
properties submitted by ACP to the Investment Cattei which such approval shall be made within selays of submission to Highwoods
of an investment package satisfactory and compdeitighwoods' business standards. The considerdidhe contribution of the Future
Acquisition Properties is described at Sectioned.2(

5.8 Future Funding Reserve. ACP and the ACP Shhtefsocovenant that included in the assets to beial at Closing will be a cash fund
or available reserve in the amount of no less 88600,000 subject to reduction prior to Closingrfmutually acceptable capital and tenant
improvements relating to the Properties. Schediefiached hereto lists all such mutually accdptepital and tenant improvement
expenses incurred to date which shall result iedaiction in the reserve. Any additional cost of mallyy acceptable improvements will be
added to Schedule 5.8 prior to Closing as suchresgseare paid. Any amount remaining in the resgme#l be used after Closing solely to
capital and tenant improvements and leasing conimnis®n the Properties subject to this Master Aqerd.

5.9 Exclusive Dealing. Neither ACP nor the ACP &haitders will directly or indirectly, through anyficer, partner, agent, or otherwise, (i)
solicit or initiate, directly or indirectly, or enarage submission of inquires, proposals, or ofiens any potential buyer (other than
Highwoods) relating to the disposition of the Pntigs or ownership interests of any of the ACP fathips or the ACP Partners, or any part
thereof, or (ii) subject to fiduciary obligationader applicable law as advised by counsel at GandRriocter and Hoar LLP, participate in
discussions or negotiations regarding, or furnishrty person any information with respect to, tispasition of the assets or any ownership
interests in ACP, the ACP Partnerships or the Rtigseor any part thereof, until the first to ocafifa) mutual written termination of this
Master Agreement by both Highwoods and the ACPi¢&arth) termination of this Master Agreement by garty in accordance with the
provisions hereof, or (c) September 15, 1997 dahdfdate for the Closing is extended pursuanetdi@n 2.3(a), October 16, 1997.

5.10 Appointment of Heistand to Board. HPI coverahat (i) immediately after Closing, James R. Heid will be appointed as an advisor
(not having any voting right) to the Investment Qoittee of the Board and (ii) within twelve (12) nbsa of the Closing Date, Mr. Heistand
will be appointed to the Board or nominated by ngemaent to the Board and elected at the next arsaaéholders' meeting of HPI.
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Upon such appointment or election, Mr. Heistand lgcome a voting member of the Investment Committe

5.11 Restrictions on Taxable Property Sales. Fmrand of three (3) years commencing on the CloBiatg, Highwoods will not sell,
exchange or otherwise enter into a taxable dispositf any Property listed on Schedule 1-6; proslideowever, that Highwoods may
exchange any Property in a transaction that isedeas a wholly tax-deferred exchange with no booter Code Section 1031. Highwoods
will use its best efforts to have any dispositidradroperty occurring at any time prior to theesgh anniversary hereof qualify as a wholly
tax-deferred exchange with no boot under Code Gedid31.

5.12 Option to Repurchase Pending Acquisition Pritggee In the event that Highwoods acquires a Rgndicquisition Property or a Future
Acquisition Property prior to the Closing and tMaster Agreement then terminates and the Closieg dot occur, ACP or its designee shall
have the option, exercisable at any time priohtodnd of the period ending on the 183rd day falhgwsuch termination, to purchase such
Property from Highwoods at Highwoods' fully loadssit basis in such Property plus an imputed siimpégest cost of such cost basis at an
annual rate of 8%.

ARTICLE VI
REPRESENTATIONS AND WARRANTIES OF
ACP AND THE ACP SHAREHOLDERS

To induce Highwoods and HPI to enter into this Magtgreement and the transactions contemplatedeualess otherwise indicated, the
ACP Shareholders represent and warrant that tkens¢éats contained in this Article VI are true, estrand complete on the date hereof.
Pursuant to Section 9.1 hereof, the ACP Sharetoklell deliver to Highwoods at closing a certifecaertifying that all such representations
and warranties are still true, correct and compstef the Closing Date, or to the extent thatr@pyesentation and warranty is not then true,
correct and complete, stating the fact or factctvinender such representation and warranty unifrissthe express intention and agreeme
the parties that their representations and wagsusiet forth in this Article VI shall, except teetbxtent specified herein to the contrary, sul
the Closing for a period of 365 days after the @ig$ate. The representations and warranties fauis#ctions 6.2, 6.4, 6.7, 6.9, 6.14, 6.15,
6.16, 6.19, 6.23, and 6.24 shall not survive thesidly except that any representation and warrainti8gctions 6.14, 6.16 and 6.23 provided
to the Actual Knowledge of a party hereto shallvsug the Closing as limited above.

6.1 Consents. Except as disclosed on Schedulelchwhall be completed and attached hereto miting Closing Date, (i) no consents,
approvals, waivers, notifications, acknowledgmeamtpermissions which have not been obtained anginetjin order for the ACP
Shareholders, the ACP Corporations or the ACP Besttiips to fully perform its respective obligatiamsler this Master Agreement and
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(i) the execution and delivery of this Master Agneent by the ACP Shareholders and ACP and the nanation of the transactions
contemplated hereby by the ACP Shareholders, the 8@rporations or the ACP Partnerships, includiitaut limitation the execution of
any related agreements, will not require the canskror any prior filing with or notice to or paynt to, any governmental authority or other
Person (other than normal and customary transfestaecording and other transactional costs apdreses).

6.2 Operation of Business. Except as set forthare@ule 6.2 which shall be completed and attackegtd prior to the Closing Date, from
June 30, 1997 through the Closing Date, ACP haduird its business only in the ordinary courseteginot granted any substantial
general or uniform increase in the rate of paymyf @mployees or any substantial increase in saléwiany employees or officers (by mear
bonus, pension plan or other contract or otherwise)

6.3 Absence of Conflicts. Except as set forth oneSlale 6.1 and Schedule 6.3 which shall be conppketel attached hereto prior to the
Closing Date, the execution, delivery and perforoeaof this Master Agreement by the ACP ShareholdedsACP and the consummation of
the transactions contemplated hereby by the ACPeBblders, the ACP Corporations and the ACP Pasttiyes, including without limitation,
the execution and delivery of any documents, imsémts or agreements contemplated hereby, willaftér(a lapse of time, due notice or
otherwise) (a) conflict with, violate or resultamy breach or default under (i) any provision of partnership agreement, operating agree
or certificate of any of the ACP Partnerships; iy provision of the articles of incorporationbyptaws of ACP or the ACP Corporations, or
(iii) to the ACP Shareholders' Actual Knowledgey amdenture, agreement, instrument or other cohtmawhich the ACP Shareholders, the
ACP Corporations and the ACP Partnerships may bedbor relating to or affecting their assets (exdéepthe documents and instruments
evidencing and/or securing the Assumed ACP Delsdriéiimg and the Payable ACP Debt Financing); otdlthe ACP Shareholders' Actual
Knowledge, result in the acceleration of, creatarig party the right to accelerate, terminate, rfiyooli cancel, or require any notice under or
result in the creation or imposition of any Lientbe Properties or related assets in accordantetmatterms of this Master Agreement under
any indenture, mortgage, contract, agreement, |saftease, license, sublicenses, franchise, pansitument of indebtedness, security
agreement or other undertaking or instrument tactvkihne ACP Shareholders, the ACP CorporationseABP Partnerships may be bounc
affected.

6.4 Certification of ACP Financial Statements. B@P Financial Statements are true, correct and tetmm all material respects, are
prepared in accordance either with generally aed#@taccounting principles or federal income tarqiples, consistently applied, and fairly
present the financial condition of each of the A&Z” ACP Partnerships.
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6.5 Power and Authority of ACP Partnerships. Eaicthe ACP Partnerships is a partnership, duly fatraed validly existing under the laws
of the State of Florida. Each partner of the ACRrieaiships which is controlled directly or indirgchy ACP and/or the ACP Shareholders
which is not an individual has been duly formed andalidly existing. All partnership interestséach ACP Partnership have been validly
issued and fully paid. True, correct and compleigies of each of the partnership agreements anchiipg agreements, as applicable, of the
ACP Partnerships and all amendments thereto anahitingtes of any meetings of the partners of the AaRnerships have been or will be
submitted or made available to Highwoods prioti® €losing Date. Each of the ACP Partnerships diapdwer and authority to own and
operate its properties and the documents and msints contemplated hereby to which they will bedyp will have been duly authorized by
all requisite partnership or company actions onpidag of each of the ACP Partnerships. This Maatgeement constitutes, and the
documents and instruments contemplated hereby ¢xéeuted and delivered by the ACP ShareholdettseoACP Partnerships, as applica
will, when executed and delivered, constitute #gal, valid and binding obligations of the ACP Stemders and the ACP Partnerships
executing and delivering such instruments and decus) enforceable against them in accordance i tespective terms, subject to
bankruptcy and similar laws affecting the remediesecourse of creditors generally.

6.6 Power and Authority of ACP and the ACP Corpore. Each of ACP and the ACP Corporations is pa@tion duly incorporated,
validly existing and authorized to transact bussn@sder the laws of the state of its organizatidh Wll corporate power and authority to
conduct its business as it has been conductea ipakt and enter into and perform its obligatiamden this Master Agreement and each ol
documents and instruments contemplated by thiseMagireement to be executed and delivered by ACGRtam ACP Corporations. The
execution, delivery and performance of this Masgigreement, the consummation of the transactiontecgplated hereby and the executio
the documents and instruments contemplated heoebhy executed and delivered by ACP and the ACP @&atipns have been duly
authorized by all requisite corporate action ongag of ACP and the ACP Corporations and this Ela&greement constitutes, and each of
the other instruments and documents to be exeamedelivered by ACP and the ACP Corporations heteuwill, when executed by ACP
and the ACP Corporations, constitute the legaldwahd binding obligations of ACP and the ACP Caogtions, enforceable against them in
accordance with their respective terms, subjebattkruptcy and similar laws affecting the remediesecourse of creditors generally. True,
correct and complete copies of each of the chaaredsbylaws of ACP and the ACP Corporations andratndments thereto, the minutes of
all meetings of the directors or shareholders ohe# ACP and the ACP Corporations and the stodgdes of each of ACP and the ACP
Corporations have been submitted or will be madglavie to Highwoods prior to the Closing Date.
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6.7 Rent Roll and Leases. The schedule of leasehwhall be completed and attached hereto pritgdClosing Date as Schedule 6.7A (the
"Schedule of Leases") is a true, correct and comagehedule of all leases, subleases and riglasonfpancy (claiming directly by, through,
under or with the Actual Knowledge of the ACP Sihatders) in effect with respect to each of the Brtps, (respectively, the "Leases").
Except as set forth on the Schedule of Leases; tirerno other leases, subleases, tenancies origthts of occupancy (claiming directly by,
through, under or with the Actual Knowledge of th@P Shareholders) in effect with respect to thepBries other than the Leases. True,
correct and complete copies of the Leases, togetiterall amendments and supplements thereto drodhedr documents and correspondence
relating thereto, have been delivered or made availto Highwoods or its agents. Schedule 6.7Auihes the rent roll information and is, as
of the date shown thereon, true and correct imaterial respects. The Schedule of Leases sels &wiof such date, (i) a list of all tenants
under the Leases and the space occupied by edchesuant, (ii) all arrearages owing from such tesamder such Leases (listed on
delinquency and default reports attached to the@de of Leases and made a part thereof), (iiieth@ration date of the term of such Lea:
(iv) the base rent and the rent the tenant undgr kaase is currently obligated to pay, (v) theenir outstanding balances of any security
deposits held pursuant to any Leases, (vi) anygymapnts of rent by any tenant under any Lease oé than one (1) month in advance
(excluding security deposits which are delineatedhe list attached to the Schedule of Leases attkra part thereof) and (vii) whether or
not there are rental concessions or abatements aridesase applicable to any period subsequenet€lbsing. Except as set forth on the
Schedule of Leases, all such Leases are valid @fiodceable and presently in full force and effacig none of the Leases have been assignec
and all brokerage commissions payable under atiyeof eases have been paid or will be paid by th® R@rtnerships prior to the Closing
Date, except as provided in Schedule 6.7B whicl beacompleted and attached hereto prior to thesi@y Date. All tenant upfit obligations
provided for in any of the Leases not set forttSohedule 6.7C which shall be completed and attabbesto prior to the Closing Date will be
completed or paid for in full prior to the Closingwill be paid from escrow funds established facts purposes. Except as set forth on
Schedule 6.7D which shall be completed and attabkegto prior to the Closing Date or the tenartm®| certificates, none of the ACP
Partnerships or any lessee under any Lease, efault under such Lease, and to the Actual Knowdaafighe ACP Shareholders, there is no
event which, but for the passage of time or théngiwf notice, or both, would constitute a defauitler such Leases, except such defaults tha
would not have a material adverse effect on thelitiom, financial or otherwise or on the earninigssiness affairs or business prospects of
any of the ACP Partnerships or the Properties. pb@e set forth on the Schedule of Leases, no temater any of the Leases has an optic
right of first refusal to purchase the premises idethunder such Leases. The consummation of theactions contemplated by this Master
Agreement will not give rise to any breach, defaulevent of default under any of the Leases. EBdthe Leases is assignable by the
applicable ACP Partnership and, except as disclosesichedule 6.7E which shall be completed andlatta

22



hereto prior to the Closing Date, none of the Leaequires the consent or approval of any pargoimection with the transactions
contemplated by this Master Agreement.

6.8 No Contracts. To the Actual Knowledge of thePA8hareholders, no agreement, undertaking or acaraffecting ACP, the Properties or
the ACP Partnerships, written or oral, which regsithe payment of $50,000 or more will be in existeas of the Closing, except as set forth
on Schedule 1-2, Schedule 6.7A, Schedule 1-5 ahddbte 6.8 which shall be completed and attachegtderior to the Closing Date
(collectively, the "Scheduled Contracts"). Excepspecifically set forth on Schedule 6.8 attache@to, to the ACP Shareholders' Actual
Knowledge no party to any Scheduled Contract haadired or defaulted under the terms of such cdn&acept for such breaches or defa
that would not have a material adverse effect erbilsiness or operations of any of the Properti@nyp of the ACP Partnerships, as
applicable. Except as set forth on Schedule 6 .8emd the Scheduled Contracts requires the comseiproval of any party in connection
with the transactions contemplated by this Mastgredment.

6.9 Title to Property and ACP Partnership InteteEltee Descriptive Property Exhibit attached hesst&chedule 1-6 represents a true, correct
and complete description of all ownership inter@sthe Properties, and to the ACP Shareholdersladénowledge there exist no other
ownership interests in the Properties except adadisd thereon. Either the ACP Partnerships oAtBE Corporations own and will own at

the Closing good, valid and marketable fee simiietb the Properties, in such forms and in sueftentages as are shown on the Descri
Property Exhibit hereof; the ACP Partnerships oPA@spectively, own good, valid and marketable td all personal property listed on
Schedule 6.9 which shall be completed and attabbesto prior to the Closing Date (the "PersonapBrty").

6.10 Liabilities; Indebtedness. Except for the Assd ACP Debt Financing and the Payable ACP Delatrigimg, the Leases, the leasing
commissions listed on Schedule 6.7B, the SchedDtedracts and those liabilities disclosed to Highd®in writing on Schedule 6.10 which
shall be completed and attached hereto prior t&Cthsing Date, no Indebtedness related to the A@#heErships, ACP or the ACP
Corporations is outstanding in excess of $10,0@Dthe aggregate amount of such Indebtedness, easegtown in the ACP Financial
Statements, of all of such ACP Parties is not icesg of $150,000, except in each instance for fpagiables and any other customary and
ordinary expenses in the ordinary course of busingsClosing and after giving effect to the tract8&ans contemplated by this Master
Agreement, there will exist no default or eventethivith the passage of time or giving of noticdboth would constitute a default with
respect to the Assumed ACP Debt Financing. Thel®aysCP Debt Financing is unconditionally prepayaibl full, without penalty,

premium or charges, except as disclosed in Schddslattached hereto. Except as shown on the A@&nEial Statements, none of the ACP
Partnerships, ACP or the ACP Corporations is stilbgeor obligated or liable under
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any Liability in excess of $10,000 and the aggregahount of such Liabilities, except as shown @AICP Financial Statements, of all of
such ACP Parties is not in excess of $150,000,pxoe ordinary and customary expenses incurrefiénordinary course of business.

6.11 Intentionally deleted.

6.12 Personal Property. All equipment, fixtures pedsonal property located at or on any of the entigs or at the place(s) of business of
ACP, respectively, which is owned or leased byAt# Partnerships or ACP, as applicable, shall reratthe Properties or at the place(s) of
business of ACP and shall not be removed prion¢oQlosing, except for equipment that becomes ebsor unusable, which may be
disposed of or replaced in the ordinary courseusiriess. The personal property of the ACP Partipgsind of ACP is not subject to any
liens except for Permitted Liens.

6.13 Claims or Litigation. Except as set forth ai&dule 6.13 which shall be completed and attableegto prior to the Closing Date, neither
ACP, any ACP Corporations, any ACP Partnershipsangrof the Properties are subject to any claimmatel, suit or unfiled lien, proceeding
or litigation of any kind, pending or outstandifgfore any court or administrative, governmentalegulatory authority, agency or body,
domestic or foreign, or to any order, judgment,mgtion or decree of any court, tribunal or othevernmental authority, or, to the Actual
Knowledge of the ACP Shareholders, threatened, wiizuld have a materially adverse effect on thenmss or financial condition of ACP,
any ACP Partnership or any of the Properties @nipwway be binding upon Highwoods or affect or lirlighwoods' full use and enjoyment
of any of the Properties or which would limit ostéct in any way the right or ability of ACP orglACP Shareholders to enter into this
Master Agreement and consummate the assignmesmsfars, conveyances and any other transactioeroptdted hereby.

6.14 Hazardous Substances. Except as set fortie iartvironmental audit reports provided to Highwsoby the ACP Parties and in the
environmental assessments of the Properties cagdioct behalf of Highwoods (the "Environmental Assesnts"), neither ACP nor the ACP
Partnerships have generated, stored, releasetdadisa or disposed of hazardous substances ordoazawastes at, upon or from any of the
Properties in violation of any Environmental Lawger, judgment or decree or permit, or in connectiith which remedial action would be
required under any Environmental Law, order, judgiméecree or permit. Except as set forth in therenmental audit reports provided to
Highwoods by the ACP Parties or in the EnvironmeAtsessments, to the Actual Knowledge of the A@Br&holders no hazardous
substances or hazardous wastes have otherwiseybrerated, stored, released, discharged or dispd$ean, at or upon any of the
Properties in violation of any Environmental LawcEpt as set forth in the environmental audit repprovided to Highwoods by the ACP
Parties or in the
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Environmental Assessments, no underground stoeadks tare to the ACP Shareholders' Actual Knowlddgated on any of the Properties.
As used in this Master Agreement, the terms "hamssdubstances" and "hazardous wastes" shall havadanings set forth in the
Comprehensive Environmental Response, Compensatidhiability Act, as amended, and the regulatitreseunder, the Resource
Conservation and Recovery Act, as amended, anc:thdations thereunder, and the Federal Clean Wattieras amended, and the regulat
thereunder, and such terms shall also include tshgmetroleum products, radioactive materialsamdregulated substances under any
Environmental Law, regulation or ordinance.

6.15 Financial Condition of the Properties, ACP #re&lACP Partnerships. Except as set forth in Sdkel15 attached hereto, there has been
no material adverse change, financial or othervitticsACP, any of the ACP Partnerships or any ofRn@perties as previously disclosed in the
ACP Financial Statements.

6.16 Compliance with Laws. The ACP Partnershipsess such certificates, authorities or permiteiddy the appropriate state or federal
regulatory agencies or bodies necessary to corldeidciusiness currently conducted by them and,.a@d®P Shareholders' Actual Knowled
there are no proceedings relating to the revocatianodification of any such certificate, authomtypermit which, singly or in the aggregate,
if the subject of an unfavorable decision, rulindinding, would materially and adversely affece ttondition, financial or otherwise, or the
earnings, business affairs or business prospeesybdf the ACP Partnerships, or any of the Prigeras applicable. To the ACP
Shareholders' Actual Knowledge, there is no mdteitdation of any applicable zoning, building afsty code, rule, regulation or ordinance,
or of any employment, environmental, wetlands deotegulatory law, order, regulation or other iegment, including without limitation tt
Americans With Disabilities Act ("ADA"), or any regtive covenants or other easements, encumbrancagreements, relating to any of the
Properties, which remains uncured. To the ACP Stwdders' Actual Knowledge: (i) each of the Promstihas been constructed and is
operated in accordance with all applicable lawdim@ances, rules and regulations, (ii) all approvatsarding zoning, land use, subdivision,
environmental and building and construction lawsjrances, rules and regulations have been obtaamet(iii) such approvals will not be
invalidated by the consummation of the transactmorgemplated by this Master Agreement.

6.17 Employees. None of the ACP Partnerships ptigdesis any employees nor have any of the ACP Pestips ever had any such
employees.

6.18 Condemnation and Moratoria. There are to 16® Shareholders' Actual Knowledge (i) no pendinthogatened condemnation or
eminent domain proceedings, or negotiations foclpase in lieu of condemnation, which affect or wioafifect any portion of any of the
Properties; (ii) no pending or threatened moratonautility or public sewer hook-ups or the issuat permits, licenses or other
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inspections or approvals necessary in connectitimtive construction or reconstruction of improvetseimcluding without limitation tenant
improvements, which affect or would affect any portof any of the Properties; and (iii) no pendarghreatened proceeding to change
adversely the existing zoning classification aang portion of any of the Properties. To the ACRisholders' Actual Knowledge, (x) no
portion of any of the Properties is a designatstbhic property or located within a designateddristarea or district, and (y) there are no
graveyards or burial grounds located within anthef Properties.

6.19 Condition of Improvements. Except as disclaseshade known to Highwoods in the course of ispattion activities or except as
described on Schedule 6.19 which shall be completedattached hereto prior to the Closing Datagtizeto the ACP Shareholders' Actual
Knowledge no material defect in the condition dfafy of the Properties, (ii) the improvements ¢oer, (iii) the roof, foundation, load-
bearing walls or other structural elements thereofjv) the mechanical, electrical, plumbing aadesy systems therein, nor any material
damage from casualty or other cause, nor any sodition of any nature that will not support alltbE Improvements currently thereon
without the need for unusual or new subsurfaceeataans, fill, footings, caissons or other instadas.

6.20 Taxes. Except as set forth on Schedule 6.2€hveiall be completed and attached hereto prithiddClosing Date, (i) all tax or
information returns required to be filed on or biefthe date hereof by or on behalf of ACP, the A&@Rnerships or the ACP Corporations
have been filed and all such tax or informatiomnimes required to be filed hereafter will be filenl @r before the date due in accordance with
all applicable laws prior to the incurrence of grnalties or interest thereon and all taxes shoviretdue on any returns have been paid or
will be paid when due; and (i) to the Actual Kn@dbe of the ACP Shareholders, there is no actiohpsproceeding pending against or
threatened with respect to ACP, the ACP Partnesstrighe ACP Corporations or any of the Propeitiggspect of any tax, nor is any claim
for additional tax asserted by any taxing authofitgne of ACP, the ACP Partnerships or the ACP Ga@ions nor to the ACP Shareholders'
Actual Knowledge any of their respective federtdfesand local income or franchise tax returngfagesubject of any audit or examination by
any taxing authority. None of ACP, the ACP Parthigrs or the ACP Corporations has executed or filéd the Internal Revenue Service or
any other taxing authority any agreement now ir@féxtending the period for assessment or cadlectf any income or other taxes.

6.21 Intentionally deleted.

6.22 ERISA; Employee Benefit Plans. Except as didl on Schedule 6.22 which shall be completedattadhed hereto prior to the Closing
Date, no ACP Corporation, ACP Partnership nor aeng®& which, in conjunction with any of the ACP @anmations or Partnerships, is tree
as a single employer under

Section 414 of the Code (referred to as an "ERI$fidte") has any officer or employee bonus, inte®
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compensation, profit-sharing, pension, stock owmiprsnedical expense reimbursement plan, groupamae or employee welfare or benefit
plan of any nature whatsoever (an "Employee Befédin"), including, without limitation, any "empleg benefit plan" within the meaning of
Section 3(3) of the Employee Retirement Income 8gcAct of 1974, as amended ("ERISA") or any "nietiployer plan” within the
meaning of ERISA. To the extent, if any, that thieas heretofore been any such Employee BenefitiRlaffect, such plan has been
terminated, required notice, if any, has been gtegihe Pension Benefit Guaranty Corporation aedived from such ACP Corporation, A
Partnership or ERISA Affiliate and all liabilities,any, of any ACP Corporation or ACP Partnershifh respect thereto have been fully and
finally discharged and released in writing. No AC&rporation, ACP Partnership or any ERISA Affilidtas any obligation, liability or
commitment to any Person with respect to any Emg#dgenefit Plan that will be the obligation of vall affect the property or assets of HPI
or Highwoods.

6.23 Absence of Certain Changes. Since June 30, E3%@ept as otherwise set forth in this Mastereggrent or as disclosed in writing to
Highwoods by an ACP Party or as otherwise knowHighwoods, there has not been with respect to AC&hyg of the ACP Partnerships:

(a) any material adverse change in the financiafliton of any of such ACP Partnerships;

(b) any change in the condition of the propertysibess or liabilities of any of the ACP Partnership ACP except normal and usual changes
in the ordinary course of business which have eentmaterially adverse;

(c) any damage, destruction or loss, whether ocae¢red by insurance, materially and adverselgcéifig the properties or business of an
the ACP Partnerships or ACP;

(d) any sale, abandonment or other dispositionnyyad the ACP Partnerships or ACP or of any inteireshe Properties, or of any personal
property other than in the ordinary course of S€liP Partnerships or ACP's business;

(e) any change in the accounting methods or pexsctiy any of the ACP Partnerships or ACP or in @gption or amortization policies
theretofore used or adopted;

(f) any material contractual liability incurred by of the ACP Partnerships or ACP contingent bentise, other than for operating
expenses, obligations under executory contractgiied for fair consideration and taxes accrued vapect to operations during such period,
all incurred in the ordinary course of business; or
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(9) any other material change in the business pidithe ACP Partnerships or ACP, or any of thep@rties.

6.24 Tradename. ACP owns all right, title and ies¢in and to the tradename "ASSOCIATED CAPITAL FERTIES " and all variations
and derivatives thereof and goodwill associatedetuigh arising out of the use of such tradenaméectively, the "Tradename") free and
clear of any Liens or pending or, to the ACP Shaledrs' Actual Knowledge, threatened third pargirak for infringement or unlawful use
thereof, and ACP has the right to sell, transfesjgn and convey the Tradename to HPI. ACP wiltlasing, transfer to HPI all of the right,
title and interest in the Tradename, includingghedwill associated therewith and the rights tdtedl variations to the Tradename.

6.25 Title of ACP Shareholders. The ACP Sharehsldem good, valid and marketable title to all of 8hares of capital stock in ACP, free
and clear of any Lien. The ACP Shareholders' owodgealid and marketable title to their interestshie ACP Partnerships and the ACP
Corporations as are being conveyed to Highwoodsumeter and under the Contribution Agreements fneleckear of any lien, encumbrance,
security interest, option, restriction, subscriptar other similar right or interest, and such omimes, to the ACP Shareholders' Actual
Knowledge, the absolute and unconditional righty@oand authority to perform under the respectivat@bution Agreements. Upon the
consummation of the Transactions, Highwoods wikree good and marketable title to all such intsre§the ACP Shareholders and, to the
Actual Knowledge of the ACP Shareholders, all & thwnership interests in all of the ACP PartneishifCP and the ACP Corporations
which are acquired at Closing, free and clear gflaans (other than Permitted Liens).

ARTICLE VII
REPRESENTATIONS AND WARRANTIES
OF HIGHWOODS

To induce the ACP Parties to enter into this Masgneement and the transactions contemplated hekigfiwoods hereby represents and
warrants to the ACP Parties that the statementigited in this Article VIl are true, correct andhgolete as of the date hereof. Highwoods
shall deliver to the ACP Parties, as applicabl&lasing a certificate certifying that all such regentations and warranties are still true,
complete and correct as of the Closing Date, ¢thecextent that any such representations and waesaare not true, correct and complete,
stating the fact or facts which render such reprizdgion and warranty untrue. It is the expressitive and agreement of Highwoods that the
foregoing representations and warranties shallieeithe consummation of the transactions contereglat this Master Agreement, but only
to the extent expressly provided in Section 12 rédbie
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7.1 Organization and Authority. Highwoods has béely formed and is validly existing as a North Gara limited partnership and is duly
qualified to do business in all jurisdictions wheteeh qualification is necessary to carry on itsitess as now conducted and is duly qualified
or in the process of becoming duly qualified injatisdictions where the ownership of its propexityuld necessitate such qualification.
Highwoods has all partnership power and authorityen the Highwoods Partnership Agreement and itfficate of limited partnership to
enter into this Master Agreement and the ContridsufAgreements and to enter into and deliver alhefdocuments and instruments required
to be executed and delivered by Highwoods and timpe its obligations hereunder and thereunder.

7.2 Binding Obligation. The execution and delivefythis Master Agreement, the Contribution Agreetaeand the documents required to be
executed by Highwoods hereunder and thereundethengerformance of its obligations under this Magtgreement and the Contribution
Agreements, have been duly authorized by all réguigrtnership action, and this Master Agreemedttae Contribution Agreements have
been, and such documents will on the Closing dave bheen, duly executed and delivered by Highwoblis. Master Agreement and the
Contribution Agreements do and will, and the docoteexecuted by Highwoods will, constitute the daind binding obligation of
Highwoods enforceable in accordance with their tersabject to bankruptcy and similar laws affectimg remedies or recourse of creditors
generally.

7.3 Partnership Agreement. The Partnership Agreeam@mhamendments previously delivered to ACP aatitsrneys is a true, complete and
correct copy of the limited partnership agreemémiighwoods, as amended. The Partnership Agreemmeémfull force and effect and has r
been further amended, modified or terminated exasplisclosed to ACP or the ACP Parties.

ARTICLE VIII
REPRESENTATIONS AND WARRANTIES OF HPI

HPI hereby represents and warrants to each ACK Barbllows:

8.1 Organization and Authority. HPI has been dolyrfed and is validly existing as a Maryland corgioraand has elected under the Code to
be treated as a real estate investment trust,sashdy qualified to do business in all jurisdictiowhere such qualification is necessary to carry
on its business as now conducted and is duly geldr in the process of becoming duly qualifiedlinfurisdictions in which its properties or
Highwoods' properties are located. HPI has all paanel authority under its organizational documémtsnter into this Master Agreement ¢
such other documents as are required hereby atfteontribution Agreements to be executed by it.
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8.2 Binding Obligations. The execution and delivefyhis Master Agreement, the Contribution Agreaisend the documents required to be
executed by HPI by the terms hereof and thereaf tla@ performance of its obligations under this tdaggreement, the Contribution
Agreements and the documents executed by it, heae @uly authorized by all requisite action and Master Agreement, the Contribution
Agreements, and the documents required to be eseédtaytit have been and will on the Closing Datechlagen, duly executed and delivered
by HPI. To the Actual Knowledge of HPI, none of theegoing requires any action by or in respecbofjling with, any governmental body,
agency or official or contravenes or constituteefault under any provision of applicable law gyuiation, any organizational document of
HPI or any agreement, judgment, injunction, ordegree or other instrument binding upon HPI. Thastdr Agreement does and will, and
the documents required to be executed by it walhstitute the valid and binding obligations of H#Pforceable in accordance with their
respective terms, subject to bankruptcy and sindlas affecting the remedies or recourse of cresligenerally.

8.3 Securities Filings. HPI has delivered or madialable to ACP the registration statement of HRidfwith the SEC in connection with
HPI's initial public offering of Shares of HPI cormmstock, and all exhibits, amendments and suppitsribereto (the "Initial Registration
Statement”), and each report, proxy statementforrivation statement and all exhibits thereto pre@day it or Highwoods or relating to the
properties of either since the effective date eflttitial Registration Statement each in the foimelgding exhibits and any amendments
thereto) filed with the SEC (collectively, the "Hiigoods Reports"). The Highwoods Reports, which viked with the SEC in a timely
manner, constitute all forms, reports and documestsired to be filed by either HPI or Highwoodslanthe Securities Laws. As of their
respective dates, the Highwoods Reports (i) cord@®to form in all material respects with the aatille requirements of the Securities Li
and (ii) did not contain any untrue statement ofaterial fact or omit to state a material fact ieggito be stated therein or necessary to make
the statements made therein, in the light of cirstamces under which they were made, not misleatliognaterial adverse change in the
financial condition, business operations or prdpertf either HPI or Highwoods has occurred thatildeender any material statement made
in any of the Highwoods Reports materially untruenisleading.

8.4 REIT Status of HPI. HPI is organized and omeraind will continue to operate in a manner so agialify as a "real estate investment
trust" under Section 856 thorough 860 of the Cétial. has elected, and will continue to elect, tdédeed as a "real estate investment trust"
under the Code.

ARTICLE IX
CLOSING DELIVERIES

9.1 ACP Closing Deliveries. At Closing or at suehlier date if otherwise provided in this Masterrégment or if otherwise expressly agreed
by Highwoods, ACP
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shall deliver or cause to be delivered to Highwoitsfollowing documents, instruments, opinionstifieates and statements:

(a) The documents, instruments, deeds, assignnadfitivits, forms, contracts and agreements reguio be delivered under the
Contribution Agreements;

(b) A tenant estoppel certificate in the form dttaat hereto as Exhibit 9.1(b) from each tenant uttdet eases; provided, however, this
Section 9.1(b) shall be deemed satisfied if sunhrieestoppel certificates are delivered from tentre leases of which provide 75% of the
aggregate net operating income of the improved &tigs (the "Tenant Estoppel Coverage RequiremeACP agrees to send tenant estoj
certificates to all tenants of the Properties agliest that such tenant estoppel certificates impleted and returned for delivery to
Highwoods. To the extent that ACP and the ACP Staders shall not have satisfied the Tenant Estoppeerage Requirement by Closing,
Highwoods and HPI shall have the option at thelie sliscretion to either (i) terminate this Mastegréement in which case the provisions of
Section 2.3(a) shall apply to such terminationiipektend the Closing Date for up to thirty daysidg which time ACP and the ACP
Shareholders shall continue to diligently solicitlaobtain additional tenant estoppel certificatesrder to satisfy the Tenant Estoppel
Requirement Coverage by the extended Closing Datbe event, however, that, notwithstanding tHigieince of ACP and the ACP
Shareholders, the Tenant Estoppel Coverage Reqeitemas not been satisfied by the extended Cld3atg, then Highwoods and HPI at
their sole discretion shall have the option toaitivaive the requirements of this Section 9.1(eaminate the Master Agreement under the
provisions of Section 2.3(a) hereof. Highwoods Isinglicate its choice of options hereunder by datwof a written notice as provided by
Section 13.1 hereof to James R. Heistand on orédfie Closing Date or the extended Closing Dat@pgplicable. Notwithstanding the ab:
to the contrary, the ACP Shareholders shall, attiemg prior to Highwoods electing to terminate thlaster Agreement pursuant to this
Section 9.1(b), be deemed to have satisfied thaftdastoppel Coverage Requirement by executindfizisat number of certificates
(certifying the same matters set forth in the tematoppel certificates submitted to tenants whiehe not received) (the "Owner Estoppel
Certificates") related to tenants which when aduetthe tenant estoppel certificates that have beegived, will equal 75% or more of the
aggregate net operating income of the improved éttigs. ACP will agree to indemnify Highwoods fr@amy and all loss or damage incurred
by Highwoods resulting from the inaccuracy of argtter contained in such certificates executed by Alotwithstanding the representati
and warranties of ACP to its Actual Knowledge rethto the Leases as set forth in Section 6.7 altbgeg)wner Estoppel Certificates shall
not be limited to ACP's Actual Knowledge, but rathkall contain unconditional representations; jted, further, that ACP will be released
from liability under the
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above referenced indemnifications pari passu vghreceipt of executed tenant estoppels subsetuéhbsing.
(c) A lender's estoppel certificate and assumpdigneement from each of the holders of the Assunfeédl Bebt Financing ;

(d) A certified payoff letter, effective throughetiClosing Date, from each of the holders of theaBey ACP Debt Financing, and such
evidence of cancellation of documents or instrumestHighwoods reasonably may require;

(e) If requested by Highwoods, quit claim deedarticles of merger and dissolution and bills oksab facilitate the dissolution of the ACP
Partnerships hereto in form and substance satisfatt Highwoods and its counsel;

() An assignment of the Tradename and all denvestior variations thereof used prior to the Cloghage in form and substance satisfactory
to Highwoods and its counsel;

(9) A certificate confirming that representatiomsl avarranties are still true, correct and compéetef the Closing Date.

9.2 Additional Deliveries. ACP and each of the ABiRareholders agrees to execute and deliver to Higtsvor cause to be executed and
delivered to Highwoods such further documentsyimsents, statements, opinions, certificates, deedivers and agreements as Highwoods
reasonably may deem necessary or appropriate p @airthe terms and provisions of this Master Agnent.

ARTICLE X
CONDITIONS PRECEDENT TO
HIGHWOODS'S PERFORMANCE

The obligations of Highwoods to consummate thesmations provided for herein on the Closing Datesabject to the fulfillment on or
before the Closing Date of each of the conditionthis Article X, except to the extent that Highwigsamay, in its absolute discretion, waive
one or more thereof in writing in whole or in pamless expressly provided otherwise herein.

10.1 Representations, Warranties and Covenantstepinesentations and warranties of ACP and the 8&4&teholders contained herein shall
be true in all material respects on and as of tleei@y Date with the same force and effect as iflenan and as of such date and the covenant:
and agreements of the ACP Parties set forth heteiti have been complied with through the ClosiageDn all material
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respects, and a certificate of such effect shaéteeuted and delivered to Highwoods by ACP and\@P Shareholders on and as of the
Closing Date.

10.2 Consents. The consents described in Scheidlesd 6.7E, other than required consents of thevBod Partnerships and other ACP
Partner consents, shall have been obtained in feasonably satisfactory to Highwoods.

10.3 Document Deliveries. ACP and the ACP Shararsldhall have delivered or caused to be delivierétighwoods the documents,
instruments and other items referred to in Artideabove.

10.4 No Adverse Proceedings. No action, suit ocgeding before any court or any governmental anleggry authority shall have been
commenced, no investigation by any governmentatgulatory authority shall have been commenced nanaktion, suit or proceeding by
any governmental or regulatory authority shall hbgen threatened, against any of the parties saMhster Agreement, or any of the
shareholders, members, officers or directors ofariiem, or any of the assets of any of the ACPp@a@tions, or any of the ACP
Partnerships wherein an unfavorable judgment, odmree, stipulation, injunction or charge wouddise a material adverse effect on the
right of Highwoods to own, operate or control theRAPartnerships (and no such judgment, order, égsfipulation, injunction or charge
shall be in effect) or own the assets of ACP, tiégPAPartnerships or the ACP Corporations. "Materiierse effect” for purposes of this
Section 10.4 shall mean that the transactions oguitged by this Master Agreement cannot be consuetrdue to any adverse proceeding
contemplated hereby.

10.5 Intentionally deleted.

10.6 Legal Opinion. There shall have been delivéoadighwoods the written legal opinion of Goodwirocter & Hoar LLP, counsel for the
ACP Partnerships and ACP, dated as of the Closatg,Dn form reasonably acceptable to Highwoodsisntbunsel.

10.7 Other Assurances. The ACP Parties shall halreetled to Highwoods such other and further dedtes, assurances and documents as
Highwoods may reasonably request to evidence tbaracy of the representations and warranties magsupnt to Article VI, the
performance of covenants and agreements to berpexfopursuant to Article V at or prior to the Chugi and the fulfillment of the conditions
to Highwoods's obligations hereunder.

10.8 Funded Reservdndependent Square. Schedule 10.8 hereto seltstf@rtransactional expenses incurred by the AGEx&ahip owning
Independent Square in connection with the Accusitadf the Prudential leases at such Property. Sth&@uB shall be adjusted from time to
time prior to Closing to add any other transacti@xgenses incurred in connection with such leastésthe approval of
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Highwoods, which approval shall not be unreasonalitigheld. As of Closing, the ACP Partnership ovgnindependent Square shall have
established a funded reserve for an amount equhétdifference between $7,000,000 and the totaluatlisted on Schedule 10.8 at the time
of Closing.

10.9 Distribution of Earnings and Profits. ACP ahd ACP Shareholders prior to the Closing Datel slaaise its accountants to determine

to allow Ernst & Young LLP to review and calculdiee accumulated earnings and profits of ACP antl eathe ACP Corporations. ACP &
each of the ACP Corporations shall distribute 10ff%uch accumulated earnings and profits as cakuilay its accountants and approved by
Ernst & Young LLP to the shareholders of the refipecorporations prior to the Closing Date.

ARTICLE XI
CONDITIONS PRECEDENT
TO ACP PARTIES' PERFORMANCE

The obligations of ACP and the ACP Shareholdettsummate the transactions provided for hereirtlamdbligations of the ACP Parties
under the Contribution Agreements are subjectedulfillment on or before the Closing Date of eattihe conditions in this Article XI,
except to the extent that the ACP Shareholders makgeir absolute discretion, waive in writing omemore thereof in whole or in part.

11.1 Representations and Warranties. The reprdgargand warranties of Highwoods and HPI contaimeetin shall be true in all respects
on and as of the Closing Date with the same fonckedfect as if made on and as of such date, anddhenants of Highwoods and HPI set
forth herein shall have been complied with in aditerial respects through the Closing Date, andt#icate to such effect shall be executed
and delivered to the ACP Parties by HPI and Highidgoon and as of the Closing Date.

11.2 Payment of Purchase Price. Highwoods and kil save paid the Aggregate Consideration in th@mer described in Articles Il and
V.

11.3 No Adverse Proceedings. No action, suit ocgeding before any court or any governmental anleggry authority shall have been
commenced, no investigation by any governmentatgulatory authority shall have been commenced nanaktion, suit or proceeding by
any governmental or regulatory authority shall hbgen threatened, against any of the parties saMhster Agreement, or any of the
shareholders, officers or directors of any of themany of the assets of Highwoods or HPI whereinfavorable judgment, order, decree,
stipulation, injunction or charge would (i) preveainsummation of any of the transactions conteragdlay this Master
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Agreement, (ii) cause any of the transactions coptated by this Master Agreement to be rescindédviing consummation or (iii) cause a
material adverse effect on the right of Highwood$lBl to own, operate or control the Propertiesi(aa such judgment, order, decree,
stipulation, injunction or charge shall be in efjec

11.4 Legal Opinion. There shall have been delivéoatie ACP Parties the written opinion of Highweagpecial counsel, Smith Helms
Mulliss & Moore, L.L.P., dated the Closing Date famm reasonably acceptable to the ACP Parties.

11.5 Consents of ACP Partners and Third Partiesefibas provided in

Section 3.7, to the extent that the lack of a negliconsent by an ACP Partner or any third partyldvoreate an impossibility otherwise for
ACP Party to perform hereunder, such consent bleadl condition precedent to the performance oADE Parties or to the specific act for
which such consent is required.

11.6. No Adverse Change. There shall have occumoadaterial adverse change in the business, finhoondition or the financial or the
business prospects of Highwoods or HPI since MadcH 997. A "material adverse change" for purpadekis Section shall include, but not
be limited to, (i) any class action claim under &L0b5 of the Exchange Act against either Highwoods Bt ¥hich, if determined adverse
Highwoods or HPI, could reasonably be expectedateeta materially adverse impact on Highwoods or tRili) the loss by HPI of
investment grade credit status by either of thiegaagencies,

i.e., Moody's or Standard and Poors.

ARTICLE Xl
INDEMNITY

12.1 Representations and Warranties of ACP Shatel®|The ACP Shareholders hereby agree, for tHeessand their successors and
assigns, jointly and severally, to indemnify, defemd hold both Highwoods and HPI harmless fromagainst any and all damage, cause of
action, proceeding, expense (including withouttation reasonable expenses of investigation arebredble attorneys' fees and expenses),
loss, cost, claim or liability (each a "Claim") fared or incurred by either Highwoods or HPI agsuit of any material untruth or inaccuracy
in the representations and warranties made in®@ec6.1, 6.3, 6.5, 6.6, 6.8, 6.10, 6.12, 6.13, 6118, 6.20, 6.22 or 6.25 of this Master
Agreement, and, to the extent of a representatiovaoranty made to the Actual Knowledge of a paeyeto, those made in Sections 6.14,
6.16 and 6.23.

12.2 Scope of ACP Indemnity. Notwithstanding anythto the contrary otherwise provided in this Magtgreement, the indemnification set
forth in

Section 12.1 and the ACP Shareholders' liabilityaf@laim shall only extend to (i) any Claim arggimnder Section 6.10 hereof of which
written notice has been given to the ACP Sharehshahin thirty-six months following the Closingi) any Claim arising under Section
6.20 (a "Tax Claim") of which written notice hasebegiven to the ACP
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Shareholders at any time within the applicableustatf limitations for such Tax Claim to be assethy the IRS and (iii) any other Claim of
which written notice has been given to the ACP 8halders within twelve months following the Closifr purposes of the foregoing, such
written notice shall include the specific facts aimdumstances giving rise to the Claim for indefication.

12.3 ACP Dealings with ACP Parties. The ACP Shddsre agree to indemnify and hold harmless Highveodd affiliates, its officers and
directors against claims made or threatened witiriee years following the Closing, including reasiole attorneys fees defending such
claims, arising from the conduct or actions of #@&P Shareholders in obtaining agreements and ctmfem the ACP Parties and their
partners, shareholders, or affiliates relatindhtransactions contemplated herein. Such indecatiifin shall not, however, extend to any
claim filed by such ACP Party or affiliate thereafainst Highwoods or HPI relating to informatiomcerning either of them (other than any
information provided to Highwoods or HPI by ACPitwrshareholders).

12.4 Representations and Warranties of Highwooitshwbods hereby agrees, for itself and its sucessmud assigns, to indemnify, defend
and hold ACP, the ACP Shareholders and the ACmh&arharmless from and against any Claim sufferadcoirred by them as a result of
any of the following:

(a) any untruth or inaccuracy in any representatmmwarranties herein; or

(b) to the extent as of the Closing Date that drth® ACP Parties or ACP Partners have not beeaseld from any liability under or guara
of the Assumed ACP Debt Financing or to the exéaytrecourse is sought against such party undd?dliable ACP Debt Financing after
Closing Date.

Except as provided in Section 12.5 below, it isg¢Rpress intention and agreement of the partigstbaoregoing indemnity shall survive the
consummation of the transactions contemplatedisnMlaster Agreement; provided, however, that Higbdsshall not have any liability for
expenses, damages, losses, costs or liability iedlory ACP with respect to any Claim other thamgigal and interest or collection costs or
other similar expenses related thereto under aggitha ACP Debt Financing or Assumed ACP Debt Firepavhich arises or is asserted
more than twelve (12) calendar months after thei@gpDate.

12.5 Highwoods Indemnity Regarding SEC Filings. ldRtl Highwoods shall indemnify and hold harmles$PAits affiliates, its officers and
directors, the ACP Shareholders and the ACP Partagainst any loss or claim, including reasonable
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attorneys fees defending such claims, arising imeotion with any claim made or threatened withire¢ years following the Closing based
on any misstatements or omissions contained inrgmyrts or filings made by Highwoods or HPI witle tREC (other than any information
provided to Highwoods or HPI by ACP or the ACP Shaiders). Notwithstanding any other provisionto$ tMaster Agreement, the ACP
Parties shall not be deemed to have waived anysrihey may have under the federal securities lawsnnection with the transactions
contemplated hereby.

12.6 Notice to Indemnitors. Any party entitled tbal@mnification under this Master Agreement (thel&imnified Party") shall give prompt
written notice to the party against whom indemistgought pursuant to this Master Agreement (thdeéinnifying Party") as to the assertion
of any claim, or the commencement of any suit,omctir proceeding in respect of which indemnity rbaysought under this Master
Agreement. Except as otherwise provided in Sectiéng, 12.3, 12.4 and 12.5, the omission of thedmaified Party to notify the
Indemnifying Party of any such claim shall notegk the Indemnifying Party from any liability insgect of such claim which it may have to
the Indemnified Party on account of this Master&gnent, except, however, the Indemnifying Partyl flearelieved of liability to the extent
that the failure so to notify

(a) shall have caused prejudice to the defenseabf slaim, or (b) shall have increased the costmbility of the Indemnifying Party by
reason of the inability or failure of the Indemnify Party (because of the lack of prompt noticenftbe Indemnified Party) to be involved in
any investigations or negotiations regarding arghstiaim, nor shall it relieve the Indemnifying Bairom any other liability which it may
have to the Indemnified Party. In case any sudmcthall be asserted or commenced against an InflechRarty and it shall notify the
Indemnifying Party thereof, the Indemnifying Pastyall be entitled to participate in the negotiattwradministration thereof and, to the extent
it may wish, to assume the defense thereof wittnseureasonably satisfactory to the Indemnifiedy?and, after notice from the
Indemnifying Party to the Indemnified Party of égction so to assume the defense thereof, whittbenshall be given within thirty (30) da
of its receipt of such notice from such Indemnifiearty, the Indemnifying Party will not be liablethe Indemnified Party hereunder for any
legal or other expenses subsequently incurred dyntiemnified Party in connection with the defetieeof other than reasonable costs of
investigation. In the event that the Indemnifyirayty does not wish to assume the defense, condsettitement of any claim, the
Indemnified Party shall not settle such claim withthe written consent of the Indemnifying Parthieth consent shall not be unreasonably
withheld or delayed.

12.7 Effect of Indemnity. Nothing in this ArticlelXshall be construed to mean that either Highwomdhe ACP Parties shall be responsible
for any obligations, acts or omissions of the otwéor to Closing except for such obligations aiadbilities expressly assumed pursuant to this
Master Agreement.

37



ARTICLE Xl
MISCELLANEOUS

13.1 Notices. All notices and demands which eitiaty is required or desires to give to the ottmallde given in writing by personal
delivery, express courier service, certified maturn receipt requested, or by telecopy to theesidor telecopy number set forth below for
the respective parties. All notices and demandsivam shall be effective upon the delivery of theng to the party to whom notice or a
demand is given, if personally delivered, or iftseytelecopy. If notice is by deposit with an esgs courier service, it shall be effective on
the next business day (if sent for next businegdeétivery) following such deposit or, if noticegent by certified mail, return receipt
requested, it shall be effective upon receipt.

NOTICES TO THE ACP PARTIES:
To the ACP Parties, to the addressee at the adiidisated on Schedule 13.1 attached hereto.
with copies to:

Goodwin, Procter & Hoar LLP Exchange Place
Boston, Massachusetts 02109 Attn: Gilbert G. Menna
Telephone: (617) 570-1433 Telefax: (617) 523-1231

NOTICES TO HIGHWOODS:

HIGHWOODS PROPERTIES, INC.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604

Attention: Ronald P. Gibson Telephone: (919) 872#4%elefax: (919) 876-6929
with copies to:

HIGHWOODS PROPERTIES, INC.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604

Attention: Mack D. Pridgen, Ill Telephone: (919)287924 Telefax: (919) 876-6929

38



No notice required or permitted under this Mastgreement need be sent to any ACP Party in moredharegal capacity unless such no
relates to such ACP Party in that legal capacity.

13.2 Counterparts. This Master Agreement may bewdgd in one or more counterparts, each of whicli Sle deemed an original, but all of
which together shall constitute one and the sasteliment.

13.3 Severability. Any provision of this Master &gment which is prohibited or unenforceable in jamnigdiction shall as to such jurisdictic
be ineffective to the extent of such prohibitionuaenforceability without invalidating the remaigiprovisions hereof, and any such
prohibition or unenforceability in any jurisdictiaiall not invalidate or render unenforceable surcivision on any other jurisdiction.

13.4 Assigns. This Master Agreement shall be bigdipon and inure to the benefit of any and all easors, assigns, or other successors in
interest of HPI and Highwoods. This Master Agreetstrall be binding upon and inure to the benefamf and all respective successors,
assigns, personal representatives, executorsher sticcessors in interest of ACP or the ACP Sluoddels; provided, however, that neither
ACP nor the ACP Shareholders shall assign its sighdelegate its obligations hereunder withoutptfier written consent of Highwoods,
which may be withheld for any reason. Neither Higlds nor HPI shall assign its rights or delegaelitigations hereunder without the p
written consent of the ACP Shareholders which mayhhheld for any reason. This Master Agreemeatlstot confer any rights or remed
upon, or establish any obligations of, any persoantity other than Highwoods, HPI, ACP, the ACRa&olders and their respective
successors and permitted assigns.

13.5 Confidentiality.

A. Each party shall ensure that all confidentidéimation which such party or any of its respectifécers, directors, employees, counsel,
agents or accountants may now possess or may tegreafate or obtain relating to the financial dtiod, results of operations, business,
properties, assets, liabilities or future prospetthe other party, any affiliate or subsidianytio¢ other party or any tenant, customer or
supplier of such other party, or any such affiliatesubsidiary, shall not be published, disclosethade accessible by any of them to any ¢
person or entity at any time or used by any of theneach case without the prior written conserthefother party; provided, however, that
the restrictions of this sentence shall not apfyto the extent that disclosure may otherwisedspiired by law; (ii) to the extent such
information shall have otherwise become publiclgitable; or (iii) to disclosure by or on its behgidfits lender(s) for the purpose of
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obtaining financing in connection with the proposeduisition of the Properties.

B. In the event of termination of the Master Agresm each party promptly will deliver or certifysiauction to the other party of all
documents, work papers and other material (andepnpductions thereof) obtained by each party atohehalf from such other party or its
affiliates or subsidiaries in connection with thésject transaction, whether so obtained befordter the execution hereof, and will itself not
use any information so obtained and will use itsdyfaith and diligent efforts to have any inforneatiso obtained kept confidential and not
used in any way detrimental to such other partgjest to the limitations in the preceding paragraph

13.6 Public Disclosure. Before the Closing, ex@pbtherwise agreed, neither Highwoods nor ACH sfeite any public release of
information regarding the matters contemplatedihezrcept (i) that a joint press release in agfeet shall be issued by Highwoods and
ACP as promptly as is practicable after the exeoubif the Master Agreement, (ii) that Highwoods &@P may each continue such
communications with employees, tenants, supplierslers, partners, and other particular groupsashm legally required or necessary or
appropriate and not inconsistent with the besréstis of the other party or the prompt consummadfahe transactions contemplated by this
letter, and

(iii) as required by law. In the event discloswseaquired by law, the party so required to disleisall immediately notify the other and the
parties agree to cooperate in good faith to makh sequired disclosure on a mutually agreed basis.

13.7 Remedies. In the event that any party defaultsils to perform any of the conditions or obliipns of such party under this Master
Agreement or any other agreement, document owimgnt executed in connection with this Master Agreet, or in the event that any such
party's representations or warranties containeéimer in any such other agreement, document truiment are not true and correct as of the
date hereof and as of the Closing Date, any othdy ghall be entitled to exercise any and alltsgind remedies available to it by or pursi

to this Master Agreement, documents or instrumeotéemplated hereby or at law (statutory or comnwoni equity including specific
performance; provided, however, that in the evéiat Glosing of the transactions contemplated by kaster Agreement, the rights and
remedies of each party shall be limited to thetdgiontained in Article X1l and in Section 3.3 tétg solely to those closing adjustments
allowed to be made in the Post-Closing Adjustmentde of this Master Agreement.

13.8 Break-Up Fee. In the event ACP or the ACP &ialders for any reason elect not to proceed Wwighttransactions contemplated hereby,
other than as a result of (i) failure of the cointis precedent to Closing, or (ii) the terminatadrthis
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Master Agreement as described at Sections 2.3@p0ACP and the ACP Shareholders agree to pelygiovoods a sum equal to
Highwoods' actual out-of-pocket expenses incumetbinnection with the transactions contemplatedtheup to a maximum amount of $1.0
million plus a "break-up" fee of $15,000,000. le tavent, Highwoods for any reason elects not toged with the transactions contemplated
hereby, other than as a result of (i) failure & tlonditions precedent to Closing, (ii) its eleatio its sole discretion to terminate this Master
Agreement under Section 2.4(b) hereof during itéi®e Period, or (iii) the failure of the ACP Pasito deliver the required marketable title
under Section 6.9 hereof, or (iv) the terminatibthes Master Agreement as described at Sectiotb®.Blighwoods agrees to pay to ACP and
the ACP Shareholders a sum equal to the ACP Patiasal out-ofpocket expenses incurred in connection with thestrations contemplate
hereby up to a maximum amount of $1.0 million @EU%reak-up" fee of $15,000,000. The payment ofanys due under this paragraph
shall be made within two (2) business days of gaomination. Each party acknowledges to the othat ¢ach has incurred and will incur
substantial expenses in performing their respe@reéminary underwriting and investigations comgeg this transaction, that substantial
action and activity will occur in reliance on thenemitments made hereunder and that adequate coatsitheexists for the foregoing
agreements. It is not the intention of any partietwethat this Master Agreement may be terminatdel\sby the payment of the "break up”
fees provided by this section and that the remedsgpecific performance is available to eitherypardtwithstanding anything in this sectior
the contrary.

13.9 Captions. The captions and headings set ifottiis Master Agreement are for convenience afnazice only and shall not be construed
as a part of this Master Agreement.

13.10 Exhibits and Schedules. All exhibits and dcitess referred to in this Master Agreement ancch#d hereto shall be deemed and
construed as part of this Master Agreement andlfgrurposes all such exhibits and schedules aeblgespecifically incorporated herein by
reference. Any disclosure on one exhibit or schedbhll be deemed to also constitute disclosuralather exhibits and schedules to the
extent applicable.

13.11 Merger Clause. This Master Agreement anthrgribution Agreements, including the exhibits aetiedules incorporated herein and
therein, contain the final, complete and exclustagement of the agreement among the parties esibect to the transactions contemplated
herein, and all prior or contemporaneous oral dingri@r written agreements, including the lettéiirtent between the parties dated August
14, 1997, with respect to the subject matter heaemterminated and of no force and effect.

13.12 Amendments and Waiver. No change, amendmealification, cancellation or termination hereb&# be effective unless in writing
and duly executed by each of the parties heretdallae of any party to enforce any provisionsdwdr
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or to resort to any remedy or to exercise any anmaare of alternate remedies and no delay in einfgreesorting to or exercising any remedy
shall constitute a waiver by that party of its tighbsequently to enforce the same or any othetigiom hereof or to resort to any one or more
of such rights or remedies on account of any suchrgl then existing or which may subsequently accur

13.13 Governing Laws. This Master Agreement shalfjbverned by and construed in accordance witinteenal laws of the State of North
Carolina and of the United States of America.

13.14 Best Efforts. Highwoods, ACP and the ACP &halders acknowledge that this Master Agreementtamdndertakings therein are ti
critical and sensitive. Each of the parties hetetwefore agree to use their individual and colecbest efforts in good faith to effect the
Closing and to proceed with the transactions coptatad by this Master Agreement as promptly asasonably practicable.
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IN WITNESS WHEREOF, the parties have duly exectiesl Master Agreement by their hands and underafézéd hereto as of the date
and year first above written.

HIGHWOODS PROPERTIES, INC.

ATTEST:

By:

President and Chief Executive Officer

Secretary
[CORPORATE SEAL]
HIGHWOODS/FORSYTH LIMITED PARTNERSHIP

By: Highwoods Properties, Inc.,
General Partner

By:
Title:

ASSOCIATED CAPITAL PROPERTIES, INC.

ATTEST:

By:

President
Secretary

[CORPORATE SEAL]
ACP SHAREHOLDERS
James R. Heistand
Dale Johannes
Allen deOlazarra
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LIST OF SCHEDULES AND EXHIBITS

Schedule 1 ACP Partnerships

Schedule 1-1 ACP Corporations

Schedule 1-2 Assumed ACP Debt Financing
Schedule 1-3 Exchange Option Agreements
Schedule 1-4 Purchase Option Agreements
Schedule 1-5 Payable ACP Debt Financing

Schedule 1-6 Descriptive Property Exhibi

Ownership Interests
Schedule 2.4(c) Prepayment Penalties
Schedule 3.1(a)(A)  Owned Properties
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Schedule 3.1(b) Future Acquisition Properti
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Schedule 5.3 ACP Employees Subject to Em
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Schedule 5.7 Future Acquisition Properti
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Exhibit 5.3 Form of ACP Employment Agre ement

Exhibit 9.1(b) Tenant Estoppel Certificate
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EXHIBIT 23.1
CONSENT OF INDEPENDENT ACCOUNTANTS

We consent to the incorporation by reference inrégéstrations statements and related prospectiddighwoods Properties, Inc. on Form S-
3

(File Nos. 33-93572, 33-97712, 333-08985, 333-13883-24165 and 333-31183)

and Form S-8 (File Nos. 333-12117, 333-29759 arsdZ®63) of our reports dated September 12, 19998uo audits of the combined
statement of revenues and certain operating expearisee Associated Capital Properties Portfoliotfe year ended December 31, 1996, and
the combined statement of revenues and certairabpgrexpenses of the 1997 Pending Acquisitionghiferyear ended December 31, 1996,
which reports are included in this Current Reparform 8-K. We also consent to the reference tdioarunder the caption "Experts" in the
prospectus that constitutes part of the registnagtatement on Form S-3 (File No. 333-31183).

COOPER & LYBRAND LLP

Memphis, Tennessee
September 17, 1997

End of Filing
Pawered By EDCAR
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